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The Star of Bethlehem 
Is Stull Bright 


= Let us take heart in this day and age when some 
y among us are seeking to pillage, plunder and destroy 

everything in civilization the world holds dear. His- 
tory records the futility of such effort. Their mad passion 
against godliness destroys them. 


Driven stark mad through frustration and their in- 
abjlity to destroy His teachings and His leadership, they 
kill, maim and seek to destroy all that is good and noble 
in man, His image. The annals of the world show naught 
but failure for such efforts. Ingloriously, century by cen- 
tury, one by one, they have gone down to defeat. The 
misery, suffering and destruction in the wake of their at- 
tempts seem only to emphasize the immortality and infal- 
libility of His word. 


Thousands of dictators and madmen, long since rot- 
ting in their inglorious graves, give mute evidence of the 
hopelessness of challenging all that is good and decent in 
life—a way of life He taught and lived. 


For come what may, we know that in the end He 
and His teachings will survive and the Star of Bethlehem 
will continue as the beacon light of civilization. 


Hr. athe 
HENRY H. HEIMANN, ee 
CUTIVE MANAGER 


BXE 
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N the New York to Buffalo highway 

in the town of Canajoharie stands a 
handsome low-lying stone structure—fam- 
ous throughout Mohawk Valley as the Van 
Alstyne House. Now the Fort Rensselaer 
Club, place of social functions, it was once 
the chief meeting place of a hardy band of 
pre-Revolutionary patriots. 

When Marte Janse Van Alstyne built his 
house in 1749, he was constructing not only 
a home but a vantage point from which he 
could closely supervise and protect his near- 
by mill. So successful were he and his part- 
ner in this and other enterprises that Cana- 
joharie soon gained a wide reputation as a 
lively and important trade center. 





Furnished with early Americana gathered from the neighborhood 


~ Van Alstyne’s 


| Headquarters IT a CAUSE 


¥ 


With the approach of the Revolutionary 
War, Canajoharie became the Valley’s knot 
of resistance in the pending fight for free- 
dom. As early as 1774, in defiance of Tory 
overbearance, a group of local patriots or- 
ganized the Tryon County Committee of 
Safety, choosing as their meeting place the 
home of a sympathetic Van Alstyne. Shortly 
after, this same body of men fired the first 
shots of the war west of the Hudson River. 

Never palisaded but always a strong 
point of defense, Van Alstyne House served 
as legislative, judiciary and military head- 
quarters for the committee through 1775. 
The plans and decisions made here during 
this time did much to bring about the final 
independence of that sparsely settled 
country. Almost two years before the 
Declaration of Independence, these 
patriots of Tryon County had bound 
themselves to follow the regulations 
set forth by the First Continental 
Congress. 

Thereafter, the fame of Van AI- 
styne House was such that many dis- 
tinguished men and women went out 
of their way to pay it a visit. General 
Washington himself, and his staff, 
dined and lodged here in 1783. A 
later guest, Tom Moore the Irish 
poet, inspired by this attractive site, 
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A view of Van Alstyne’s before preservation was undertaken 









was said to have here begun his famous 
poem with the following opening lines: 


“From rise of morn to set of sun 
J've seen the mighty Mohawk run” 


Today the Van Alstyne House—its archi- 
tecture and masonry faithfully preserved by 
the Fort Rensselaer Club—retains its origi- 
nal style and dignity. Furnished in true 
Colonizl! style, it houses also many valuable 
Mohawk Valley documents, relics and his- 
toric works of art. It remains a fitting me- 
morial to the enterprising forefathers whose 
resourceful efforts were a great contributing 
factor in winning the American cause for 
independence. 





* * * 


The Home, through its agents and 
brokers, is America’s leading insurance 
protector of American Homes and the 
Homes of American Industry. 


* THE HOME « 
Srrswrance Company 


Home Office: 59 Maiden Lane, New York 8,N. Y. 


FIRE : AUTOMOBILE ° MARINE 


The Home Indemnity Company, an affiliate, 
writes Casualty Insurance, Fidelity & Surety Bonds 
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Interpreting Financial Facts 


M isconceptions about Profits Must Be Corrected 


credit are interpreting financial 

facts every day of your life. 

You have learned what risks 
are good and what risks are poor. 
Most of you have, I am sure, in 
accounting background and an inti- 
mate working knowledge of figure 
facts. I am not presuming, there- 
fore, to discuss the technical aspects 
of accounting, but, rather to give 
you a few impressions—and very 
strong impressions they are—that I 
have gathered in recent years, con- 
cerning the way in which financial 
facts have been interpreted to the 
layman. 

You may recall that a few years 
ago a prominent labor leader, who 
has since become a national figure, 
one day made a challenging request 
during the course of negotiations 
with one of our largest corporations : 
“Let’s look at the books!” 

Immediately, there was a mad 
scramble. Everyone seemed to be 
apologizing for the “books.” The 
labor leader had touched a sore spot. 

He knew very well when he said, 
“Let’s look at the books,” that no 
one would know what he was talking 
about. And yet, it was surprising 
the number of people in serious 
circles who very earnestly debated 
the merits of his suggestion. 


* You who are dealing with 
* 


What Are the “Books”? 


Let us ask ourselves what the 
“books” mean. To the uninitiated, 
they mean very little. It is appalling 
when you survey the nation, when 
you question employees, stockholders 
and,in fact, almost any cross-section 
of individuals, how little practical 
information they have regarding 
financial facts and figures. 

Any of us who have a twenty-one 
year old son or daughter should be 
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impressed with one rather startling 
fact—the fact that they know a 
great deal more about television— 
yes, and even about nuclear fission— 
than they know about basic financial 
and accounting procedures and the 
facts with which they deal. 

Let us, for a moment, glance 
back at this history of accounting. 
So far as we know, account-keeping 
was practiced at the time of the 
Babylonians. Even in those days, 
they recorded what was owned and 
what was owed. They had what we 
today call “accounts receivable.” It 
seems clear that they had debit and 
credit rulings, even in those ancient 
times. 

Down the centuries, too little has 
been done to make clear to the lay- 
man the financial facts and figures 
with which you deal every day. They 
simply don’t understand. They 
don’t understand, largely, because 
the terminology that has gradually 
grown up over the years has never 
been changed. 


Two Phases of Accounting 


Historically, accounting developed 
in two phases; and, unfortunately, 
one eclipsed the other. One phase 
was designed to provide the internal 
needs of business—accounts re- 
ceivable, accounts payable, what was 
owed to us, and what we owed to 
others. These facts were of little 
or no significance outside the indi- 
vidual enterprise. 

It was not until the turn of this 
century that we gave any serious 


thought to the second phase of ac- 
counting—the external reporting of 
our business activities. We paid 
little attention to the dissemination 
of financial information to those 
who had a right to be concerned 
about the operations of business. 

As a result, we are today, in my 
opinion, reaping a whirlwind from 
the seeds of half a century ago. | 
say, without any fear of contradic- 
tion, that the basis and root of most 
of the difficulties which exist be- 
tween what we are pleased to call 
‘labor and management” stem from 
a lack of understanding of financial 
facts and figures. 


Figures Can Confuse 


Let's take a few examples. First 
of all, there is the symbol which 
you use every day in your own 
business. In one way, it represents 
the whole field of accounting—the 
dollar sign. Every statement you 
review or prepare for someone else 
to review, includes the dollar sign. 
To the man in the street that small 
symbol means money—folding 
money that he can carry in his 
pocket. And yet, you and I know 
that the business figures to which 
we prefix a dollar sign are fre- 
quently not money at all. Until the 
business is liquidated, they will 
never represent money. 

When you evaluate the net worth 
of an individual or a corporation, 
you express it in terms of dollars. 
It may be real estate; it may be 
machinery ; it may be an automobile; 
it may be other worldly goods; but 
accounting-wise, it has a dollar sign 
in front of it. 

Those of you who are trained in 
the technique of accounting prac- 
tices, interpret those figures auto- 
matically. You translate them and 
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put an evaluation on them, perhaps 
even in terms of today’s inflated 
dollar. But does the average un- 
trained man or woman interpret 
those dollar figures correctly for 
himself? You may be assured that 
he does not. 

To be more specific, in the annual 
reports published by corporations 
only a few years ago, we find items 
such as “reserves for depreciation,” 
“investments and advances,” “capi- 
tal assets,” “other assets,” “deferred 
charges.” All of these items were 
expressed in dollars, and yet, fre- 
quently, they merely represented 
bookkeeping transactions. Some- 
times, not a dollar passed to create 
the item. 

And there are others. If you ask 
the average man to define a “liabil- 
ity’ or “deferred income,” or “re- 
serves for contingencies,” he*prob- 
ably wouldn’t be able to give you 
even a general idea. 


Who Should Know the Facts? 


Let us take the matter of profits. 
In financial statements, we find 
such terms as “gross profit less 
depreciation,” “profit on sales of 
securities,’ “profit before taxes,” 
“profit after taxes,” “net profit for 
the period.” All of these terms ex- 
pressed in dollars become more con- 
fusing when the average man is in- 
clined to look upon profit as some- 
thing left over, money in the bank. 

These are just a few examples, 
but they illustrate what I mean. 
We can scarcely expect the layman, 
with no technical knowledge of 
accounting, to derive from this 
morass of confusing terminology, a 
clear idea of how corporate finance 
really functions. 

And yet, if it is possible to ex- 
plain television and atomic energy 
in every-day terms, it seems strange 
that accounting and finance should 
be such a mystery. 

Who is entitled to know the finan- 
cial facts? In my job and in yours, 
there are two groups of people who 
have a primary interest. One is the 
employee. He feels that because the 
company earns money, he should 
have part of it. The stockholder, 


who owns the company, believes that 
if these things are really dollars, he 
should have a share of them in the 
form of dividends. Then, of course, 
there is the third group—the cus- 
tomers—upon whom both the em- 
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ployees and the stockholders de- 
pend for their continued prosperity. 

In the last analysis, all three of 
these groups deserve to be taken 
into the confidence of Management. 
They deserve to know, in terms they 
can easily understand, how the com- 
pany operates. In my opinion, most 
of the misunderstanding which 
exists between employee and em- 
ployer, between stockholder and 
management, and between customer 
and the purveyor of goods, stems 
from the fact that they haven’t been 
given an opportunity fully to under- 
stand the financial facts involved. 

Our experience at Burroughs is, 
undoubtedly, typical of a great many 
corporations. During 1947, we 
were successful in increasing pro- 
duction substantially, and we had a 
huge backlog of orders on our books. 
As a result, our income and our 
earnings for the year 1947 showed 
a marked increase. Our employees 
and stockholders read in the press 
that our profits were up about 
300%. Very little was said about 
the tremendous amount of money 
which had to be spent in order to 
achieve that level of operation. In- 
ventories, for example, were in- 
creased from $10 million to some- 
thing over $20 million last year. 
They were not dollars, and yet they 
were expressed in dollars. This was 
an ideal situation for misunder- 
standing, and for a feeling on the 
part of emplovees and stockholders 
that they were not getting their 
share of these higher profits. 

A great many corporations are 
attempting to do a better job in 
reporting their operations. They 
recognize, first of all, that they are 
the trustees for the stockholders, the 
owners of the corporation. Secondly, 


they realize that every individual - 


who works with them and for them 
is entitled to know the financial 
facts of the business. They realize 
that their customers and their sup- 





pliers want to know more about their 
activities. They’re doing their best 
to explain their operations in simple, 
clear and understandable fashion. 

For our part at Burroughs, we 
are attempting to make our opera- 
tions more and more intelligible by 
telling the truth in plain, simple lan- 
guage. We have made some prog- 
ress, but there is a great deal more 
to be done. We are still facing the 
problem of traditional and out-worn 
accounting terminology, which needs 
a great deal of translation for the 
non-technical individual. 

We have felt that it was necessary 
to tell both the bad and the good in 
connection with our operations. We 
have tried to talk to our first-line 
supervision and conduct “quiz-ses- 
sions” to bring about a fuller under- 
standing on their part, in order that 
they might explain, personally, to 
the men and women with whom they 
work. We have tried to prepare our 
financial statements so that they can 
be understood by employees, stock- 
holders, and anyone else who is in- 
terested. 

In that connection, we do not pre- 
pare separate reports for our em- 
ployees and stockholders. We give 
them all the same report, so there 
can be no question of telling differ- 
ent stories to each of the two groups. 

One of the things we have done 
recently is to prepare a motion pic- 
ture, which attempts to explain, 
simply and dramatically, the way in 
which profits are used in modern 
industry. We have shown the film 
to our employees and their families 
in the Detroit area, and it is being 
shown to our field employees in all 
parts of the United States and Can- 
ada. The general reaction has been 
excellent. We hope that it will be 
another step in the direction of 
bringing about a fuller understand- 
ing of the way in which our own 
company and, in fact, our whole 
economic system functions. 


This is the text of an address which Mr. Coleman delivered before 


the Detroit Association of Credit Men on October ‘12. 


In connection 


with the address the Detroit Association saw a showing of a new movie, 


“In Balance,” produced for the Burroughs Adding Machine Company. 
Allegorical in nature, the movie describes how two Gloucester fisher- 
men make different uses of their profits and the consequences of their 
actions. The editors have seen the script and it is very fine. 








An Economist Looks Ahead 
A Discussion of the Prospects and Problems in 1949 


The year 1949 may well be 
a fateful one not only in inter- 
ww national affairs but also on 
our domestic scene. Will that 
be the year when that long-predicted 
and long-deferred postwar recession 
arrives? If so, how sharp, deep 
and prolonged will the downturn be? 
If not, will our economy be merely 
obtaining another reprieve, while 
further inflation, bred by prepara- 
tions for war, gives new wings to 
prices and holds production at 
boom levels? 

Or will 1949 be a year of orderly 
readjustment, with prices coming 
down rather gently and safely to a 
plateau which, while lower than the 
present dizzy elevation, would still 
be comfortably higher than prewar 
levels? Such a readjustment, it 
would be hoped, would be accom- 
panied by no great reduction in 
production or employment. 

These questions are in the mind 
of every businessman, and with good 
reason. For on the answer to them 
must depend many important deci- 
sions in the field of capital expendi- 
tures, inventory policy, pricing and 
credit. 


Pity the Forecaster 


The answers are unusually difficult 
to get. We all know that economic 
forecasting is at best one of the more 
hazardous fields of activity, and we 
know that in recent years the casu- 
alties among those who have as- 
sumed the mantle of economic 
prophecy have been many and heavy. 
Distinguished economic reputations 
have crumbled and fallen by the way- 
side on every hand. 

Under these circumstances, it is 
probably not surprising that the 
forecasting fraternity have in recent 
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months become rather wary of com- 
mitting themselves in extremely 
definite terms. 

Not long ago I read a very long 
article by a well-known economist 
which ostensibly was an economic 
forecast covering the year 1949. He 
paraded before his readers the pros 
and cons of the situation in admir- 
able style and indicated with con- 
siderable clarity the various direc- 
tions which events could take. 

But as one neared the end of the 
article he began to suspect that the 
economist was going to avoid com- 
mitting himself in one direction or 
the other after all. And indeed this 
was the case. The last sentence of 
the article was as follows: “All that 
I’d say with respect to the future 
is that we are now embarked on a 
new adventure with hyper-inflation.” 

This gentleman’s dilemma is un- 
doubtedly and assuredly under- 
standable. Nevertheless while I, too. 
shall attempt to set forth various 
pros and cons for your consideration, 
I am going to attempt to arrive at 
something a little more definite than 
that, even though, frankly, certain 
aspects of the situation hinge upon 
factors so unpredictable as to make a 
firm forecast a virtual impossibility. 


Comparison With 1920 


The other day I was looking over 
a very elaborate set of charts which 
we maintain in hopes that they will 
aid us to look into the economic 
future. One feature of these charts 


is the parallel comparison between 
various series of economic data for 
the first World War and the years 
immediately following, and the sec- 
ond World War and the subsequent 
years to date. 

You will remember that in July 
1920 the American economy, which 
had been in the throes of a sharp 
speculative inventory boom, suffered 
an equally sharp and sudden col- 
lapse in which prices in line after 
line slumped quickly and deeply, 
and in which production and em- 
ployment and sales all passed very 
quickly into a sharp recession phase. 

So it is interesting to see what 
similarities there might be between 
economic conditions just prior to 
that 1920 collapse and economic 
conditions today. 

The results would not be at all 
reassuring, if one were looking only 
at charts representing economic data 
and did not know anything about 
the underlying or causative factors. 
Of course, one does have to view 
such matters in a framework of rel- 
erence which includes the back- 
ground situation. 

However, so far as the economic 
data themselves are concerned, it 
would appear that we are very close 
at the present time to a sharp decline. 


Lower Prices Probable 


This situation is _ particularly 
marked so far as prices are con- 
cerned. We all know that the gen- 
eral price level at the present time is 
a little higher than it was in 1920 
when the crash came. Oddly enough, 
the same commodities which were 
highest then are the highest now. 
Likewise, the same commodities 
which in 1920 had already begun to 
go down have by and large already 
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begun to go down now and those 
which had already in 1920 begun to 
level out are leveling out now. On 
the strength of such comparisons, 
therefore, it would appear that a 
downward movement in prices sim- 
ilar to what occurred in 1920 may 
be imminent at the present time or 
at the best, due in a few weeks. 

Such a situation would necessarily 
attest the popular belief that prices 
react downward independently of 
certain other factors—in other 
words, their movement stems from 
psychological factors related to his- 
tory more than to anything else. 


Why Buyers Stop Buying 


Probably there is a certain amount 
of truth in this. 

Probably our prices can get so 
high that, psychologically speaking, 
they just simply cannot go any 
higher—so high, in fact, that they 
fall from their own weight as it 
were. Buyers tend to have in their 
minds psychological blocks which 
cause them to think that when prices 
get beyond certain points they ought 
to turn down, are going to turn 
down and should be aided in turning 
down. And this is to a very con- 
siderable extent aside and apart from 
the question of demand made effec- 
tive by buying power and other re- 
lated and important factors. 

So, when prices become very high, 
there is probably some justification 
for the belief that that factor alone 
is likely to cause them to undergo 
what the economists are fond of call- 
ing a “readjustment.” Prices, you 
know, very seldom collapse or fall. 
In economic language, they “under- 
go readjustment” or “experience 
correction.” 

This sort of thing in the field of 
commodity prices is somewhat sim- 
ilar to what in the stock market is 
referred to as a “technical correc- 
tion.” The idea is that prices simply 
get so high that the psychological 
situation in the market brings them 
down, 

But there are many other factors 
which should be considered. Some 
of these are factors which have a 
bearing upon confidence and hence 
affect the psychological climate, and 
others are more fundamental. Some 
are primarily of interest in connec- 
tion with the short range picture 
while others would have their effect 
at longer range. 


In any case, let us see wherein 
the present situation differs from 
the situation which existed in the 
early summer of 1920. 


Effect of Government Spending 


Today we have a large govern- 
ment spending program associated 
with rearmament preparation for na- 
tional defense. Military expendi- 
tures are on the rise at present and 
will be for the rest of this year and 
into next year. The level of such 
expenditures has been quoted at 12 
billion dollars for the fiscal year but 
is expected to proceed at the rate of 
14 billion by the end of that period 
midway of next year. There was 
no rearmament program in 1920. 

We have at the present time a 
European Recovery Program or the 
so-called Marshall Plan, under 
which perhaps six billion dollars will 
be spent in a year or so. No com- 
parable program was in existence in 
1920. 

There are various possibilities in 
the field of military lend lease to 
various countries in the so-called 
Western Union of Democracies. 
What the extent of such a develop- 
ment might be cannot be predicted 
but there are certain fairly good pos- 
sibilities that in one way or another 
four or five billion dollars will be 
added for military purposes to the 
amounts which have already been 
planned. Of course, nothing com- 
parable was in prospect in 1920. 

Demand for housing and other 
construction is very much larger at 
present than it was in 1920, and is 
presumably large enough to keep the 
construction industry going at full 
capacity for several years, providing 
prices do not result in curtailed 
sales, 

There is a larger accumulated de- 
mand for automobiles than in 1920 
and the demand for consumers’ dur- 
ables, while not as great as it was, 
is still considerable in certain lines. 

This demand is much greater than 
it was after World War I. 

Farm parity prices providing sup- 
port under the price level are in 
effect now and this support was not 
present in 1920. Unemployment 
insurance is a new supporting factor 
and the improved position of Labor 
Unions will also tend to result in 
upward pressure on wages and hence 
on prices. 

The position of the consumer is 
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better in respect to prices now than 
it was in 1920. Although the sav- 
ings are smaller than they were a 
year ago, they are much larger than 
they were at the end of the last war. 
Furthermore, the real current in- 
come of consumers per capita is very 
much better than it was in 1920, as 
well as very much better than it was 
in 1940, 

Per capita income is now much 
higher than it was in 1940 and sur- 
plus income for optional spending 
or saving as the case may be, at the 
present time is several times what it 
was immediately before the war and 
also much better than it was in 1920. 

Long term and short term con- 
sumer debts are at the present time 
abnormally low and there have been 
many movements of consumer fam- 
ilies into higher income groups 
which have greater optional spend- 
ing power than the groups which 
those families were previously in. 

At the present time there is not a 
boom psychology similar to what pre- 
vailed in the 1920’s and there has 
been relatively little speculation in 
commodities. In fact, there has 
been pretty much the reverse of a 
boom psychology partly because of 
the bars to speculation which exist 
at the present time and which did 
not exist in 1920, and partly because 
the businessmen and consumers alike 
now know a great deal more than 
they did then about the consequences 
of feverish speculation activity. 

These factors which I have men- 
tioned would tend to maintain de- 
mand and purchasing power on a 
higher level than was the case in 
1920, or else would tend to alleviate 
the severity of a price drop once 
such a drop got started. 

Liabilities 

On the unfavorable side of the 
present situation, as compared with 
1920, we have the fact that the pres- 
ent boom has already continued for 
more than three years, whereas the 
boom which ended in June 1920 
only lasted about a year and three- 
quarters. In fact, this is the longest 
boom in our country’s history. This 
means, of course, that the economic 
stresses and strains which have ac- 
cumulated during the boom period 
are greater at the moment than they 
were in 1920. 

Another unfavorable factor is the 
fact that while incomes are much 
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higher today in terms of purchas- 
ing power and in terms of spending 
power after taxes and increased 
living costs than they were in 1920, 
this situation of increased buying 
power is not evenly divided among 
the people. The wage increases and 
the opportunities to spend, both 
during and since the war, have not 
been evenly divided. Some groups, 
notably the unionized wage earning 
people, have benefited, whereas 
white-collar workers and those in 
severely depressed industries, as 
well as teachers and people living on 
fixed incomes, have not been in- 
cluded in the general rise in in- 
comes, and hence are not as well able 
to buy as the general average. 


To Sum Up 


Now, let us try to put all this 
together and see whether we can get 
out of it anything tangible of which 
we may be reasonably sure. 

It would seem that we are nearly 
at the crest of the boom. How 
much longer the general price level 
can continue to rise is seriously 
open to question. Prices in general 
are so high that they are very vul- 
nerable. This is particularly true in 
certain lines, some of which have 
already leveled off. The demand, 
while it is still sustained by high 
savings and purchasing power and 
by foreign requirements and arma- 
ment expenditures, is weakened in 
some sectors of the economy, with 
others shortly to follow. 

Basically, the continuance of the 
boom situation depends upon effec- 
tive demand. First, you have to 
have the demand. Second, you have 
to have the buying power to make 
the demand effective, either in the 
form of current income, savings, or 
credit. You have to have the goods 
or services with which to meet this 
effective demand. You have to have 
the psychological climate or level of 
business and consumer confidence 
which is favorable enough to cause 
the expenditures to be made. And, 
finally, you have to have prices 
which are not so high in relation 
to the past as to discourage spending. 

When all these conditions are 
present, a boom condition can con- 
tinue and flourish. 


Domestic Market Holding Up 


At the present time the domestic 
market for goods is still very strong. 
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It is true that the needs of the 
people are insatiable; but I am 
speaking of demand in line with a 
pattern which is already familiar. 
Many of the consumer goods lines 
are no longer in short supply. Also, 
there seems to be a good prospect 
of decreased expenditures by busi- 
ness next year for plant and equip- 
ment. On the other side of the pic- 
ture, the housing and construction, 
automobile, many of the machinery 
industries and some of the con- 
sumer durable goods industries all 
still have a large backlog of un- 
filled demand. 

The buying power situation, while 
less favorable than a year ago, is 
still exceptionally good, much better 
than before the war. Government 
spending for ERP and for rearma- 
ment is strengthening the expendi- 
ture picture. The situation as to 
business and consumer confidence is 
fairly good. 

Prices undoubtedly represent the 
weakest point in the entire situa- 
tion, since they are so high as to be 
critically vulnerable. The other 
weak point is the question of de- 
mand itself. And, in fact, demand 
has been showing signs of weaken- 
ing in various lines. 

The Government’s requirements 
have been coming into this picture 
and giving it needed strength. It is 
fairly safe to say that, irrespective 
of price changes, if the ERP and 
rearmament were not in existence, 
we should inevitably be tomorrow 
in the throes of a slump. 


Two Key Questions 


The situation can probably best 
be understood by seeking to answer 
two questions: 


(1) How strong is the demand 
going to be? and 

(2) What will probably happen 
to prices? 

If demand falls off, prices will fall 
off, and business will become poor. 
Prices, on the other hand, regardless 
of demand, can react downward in 
a crash of a technical character. I 
think that at this point we can state 
certain conclusions: 

(1) The outlook for next year 
for the physical volume of 
business depends pretty 
largely on how much we are 
going to spend for national 
defense and how much for- 
eign aid we will supply. 


(2) If the defense and foreign 


aid programs go along pretty 
much as presently planned 
and scheduled, it is debata- 
ble whether these programs 
plus domestic demand would 
be sufficient to maintain pres- 
ent levels of production. 

The probability is that they 
could not be maintained, and 
that some sort of a down- 
ward movement in the vol- 
ume of production and em- 
ployment would take place. 
This would probably not be 
extremely deep, not precipi- 
tous, nor prolonged. The 
supporting elements should 
be such as to keep it from 
becoming a rout unless the 
price reaction in the mar- 
kets were extremely severe. 


Effect of Extra Spending 
(4) On the other hand, if as 


much as four or five or six 
billion dollars were added to 
the total amount which would 
be spent by the Government 
for defense and foreign aid, 
it is probable that this would 
be enough to underwrite a 
continuation of the boom for 
one year. In that case there 
might even so be some price 
corrections or a number of 
such adjustments without 
impairing the over-all level 
of physical production and 
employment. It is doubtful 
that a great deal of further 
increase in prices would under 
such circumstances take 
place, although prices could 
go somewhat higher. 


(5) Regardless of whether the 


boom continues for another 
year and production and em- 
ployment remain at a high 
level, there is at least a rea- 
sonably good possibility that 
there will be some sort of a 
downward movement in 
prices occurring for technical 
reasons founded -in psychol- 
ogy. It is difficult to predict 
the extent or the severity of 
such a development, and, in 
fact, it is not possible to 
predict it at all with any de- 
gree of certainty. All that can 
be said is that psychological 
factors may bring about such 
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Are We Approaching Normalcy ? 


Credit Planning For a Competitive Market 


ministrative planning repre- 

sents a clear insistent call to 

all farseeing credit men, re- 
minding them of their growing im- 
portance in the critical years that 
lie ahead. 

Credit Men, representing both 
large corporations and small busi- 
ness—firms having a total worth in 
excess of a quarter billion dollars— 
are well advised to meet together to 
exchange ideas, to adopt and dis- 
cuss policies that will be sooner or 
later reflected in business practice. 

It is also self-evident that your 
conclusions, well formulated, will 
have an important impact on the 30 
thousand members of your national 
organization throughout the 48 
states. 


* The need of credit in ad- 
V 


Complications of Credit 


When I was a youngster, grow- 
ing up down in Tennessee, I worked 
after school and during vacations 
for a man who was typical of the 
businessmen of that time. He was 
his own boss. He was also his own 
sales manager, advertising manager, 
and credit manager. 

He knew everybody with whom 
he talked. When the question of 
giving credit came up, he did not 
have to consult a rating book or send 
out investigators. Knowing all about 
his customers—their business, their 
reputations, their prospects — he 
knew who deserved credit and who 
did not. 

Today, however, management can- 
not rely on such direct approach to 
credit. The scope of our businesses, 
the inter-dependence of companies 
thousands of miles apart, the impact 
of governmental regulations—all of 
these and many other things have 
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made it necesary to carefully plan 
the place of credit in administrative 
management. 


Economy Based on Credit 


We know, of course, that our 
whole economy is based on credit. 
Currency is only a small part of our 
actual wealth. It totals, probably, 
not more than 25 billion dollars. 
However, the use of credit has so 
expanded our economy that today 
we are doing 225 billion dollars 
worth of business in this country. 

As a result, the work of the credit 
man affects all aspects of our indus- 
trial life. He is given a responsible 
role to play in sales and production. 
In order to fulfill that responsibility, 
he must keep himself informed on 
the changing conditions and devise 
credit practices to meet needs of the 
moment and demands of the future. 

In recent years credit has taken a 
secondary position, and so have 
sales. Production has carried the 
load to supply a hungry demand for 
everything. But today management 


is planning for the immediate future . 


when there will be a surplus of pro- 
duction. The time is just around 
the corner when sales and credit 
must carry the load. 


High Volume Is Necessary 


With high costs and aggressive 
competition sales volume is quite 
necessary to sustain production on a 
level to permit profitable operations. 
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Here then is where flexibility and 
judgment will be the test of your 
credit policy. 

Management must then adopt 
more liberal credits, such as will 
assist salesmen in getting the added 
business necessary to support new 
and enlarged capacities. This will 
be a must for holding down costs 
and for the utilization of heavy capi- 
tal investments. 

It will be necessary, of course, to 
project cash needs on a higher level 
to support a more liberal credit pol- 
icy. Higher credit losses must be 
anticipated. However, if the ex- 
tension of freer credit is soundly 
planned these losses will be infinitesi- 
mal compared to the losses that 
would occur if plants were idle for 
lack of sales. 

On the other hand, a liberal credit 
policy, intelligently handled, can pro- 
vide that added 10 per cent of sales, 
from which the business will derive 
big rewards in profits. 


Credit—A Calculated Risk 


Such a policy might be considered 
what our generals called a calculated 
risk. Any business can extend cred- 
it on a sure thing. However, only 
by venturing into the range of risk 
can business use credit as a means 
for getting business and profits. 

I submit there is a place for cau- 
tion, but keep it in its place. 

In 1492 Columbus sailed away 
from Spain into the unknown—with 
his sailors fearful that their ship 
would fall off the edge of the world 
—but Columbus’ calculated risk dis- 
covered a new continent—a new 
world. 

Thomas Jefferson negotiated the 
Louisiana Purchase and added the 
whole western half of the United 
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States of America to our young na- 
tion. There caution could well have 
advised to go slow—wait—hesitate. 
But who today would say Columbus 
or Tom Jefferson used poor judg- 
ment—did not exercise caution. 

In taking this risk, management 
must rely upon the experience and 
judgment of the credit executive to 
choose a course between the two 
extremes—between relying on a sure 
thing and foolish speculation. 


Character 


In choosing this course, there are 
certain guides the informed credit 
managers will observe. The first of 
these is character. For example, 
two young men entering upon a new 
business venture might be granted 
perhaps 500 dollars on a cold, finan- 
cial basis. However, a credit man- 
ager who thoughtfully considers in- 
tangibles, might extend them as 
much as 25 hundred dollars if he 
discovered that they had honorable 
records and good business prospects. 
Perhaps such assistance might mean 
the beginning of a thriving business. 
You know, of course, that some of 
our greatest corporations started just 
that way. 

Nowhere has that been more aptly 
expressed than by J. P. Morgan 
when he was on the witness stand 
under oath and was asked: “It not 
credit based on money?” His an- 
swer was: “No, it is because people 
believe in the man. He might not 
have anything. I have known a 
man to come into my office and I 
have given him a check for a million 
dollars, when I knew he had not 
a cent.” © 


Climate 


The good credit manager will pay 
close attention to the business cli- 
mate in which the customer is oper- 
ating. Our country today is under- 
going many changes. We are grow- 
ing fast. The consumer popula- 
tion has increased 40 million since 
1920. Since 1940 alone the increase 
has totaled 6 million. In addition, 
we are a young, virile people, con- 
stantly on the move. Since 1940 
an estimated 30 million Americans 
have shifted from one part of the 
country to another. 

This growth and this shifting of 
population results in a constantly 
changing market. Many young 
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companies, started just a few years 
ago in sparsely-settled communities, 
today may be in the heart of the 
new buying center. As a result, 
they may have a growth potential 
way beyond that indicated by their 
past purchases. The wide-awake 
credit man is prepared to consider 
the intangibles of character and abil- 
ity as well as financial criteria, and 
he is equipped to consult with top 
management about financial plans 
to meet an expanding economy. 
Dealing in this way with the heart 
and soul of business he will play an 
important role in administrative 
planning. 


Company Credit Policy 


In National Gypsum, we give con- 
stant attention-to our Credit Depart- 
ment and its functions. It is our 
policy, after laying out a pattern 
within which Credit and Sales must 
operate, to never allow interference 
with the functioning of the Credit 
Department. Furthermore, we do 
not allow the vice president in charge 
of sales to interfere with the deci- 
sions of the credit manager. We 
believe that if our credit officers are 
not capable of properly approving 
credit we do not want them in these 
executive capacities. But if they 
have this ability we do not want 
others interfering with credit ap- 
provals. 

I can assure you that this policy 
has worked well for us. In the last 
20 years, our Credit Department has 
approved sales of over half a billion 
dollars’ worth of our products. The 
over-all success of their work is 
clearly demonstrated by the fact that 
today that department still operates 
as an integral part of general man- 
agement. 

At National Gypsum we consult 
our Credit Manager in making our 
over-all company plans. We believe 
that the specialized training of the 
credit executive and his knowledge 
of current conditions in all parts of 
the country provides a source of 
information that must be utilized in 
planning future operations. We con- 
stantly consult with him to deter- 
mine the advisability of projects we 
are considering. The expansion of 
production facilities, the inaugura- 
tion of sales and advertising cam- 
paigns, the introduction of new prod- 
ucts, all depend, to a large extent, 


on business conditions, a study in 
which the Credit Department must 
be a part. 

Perhaps this is an appropriate 
time to mention another policy we 
follow in our Company. In ali of 
our departments, Credit, Sales, }’ro- 
duction, and the rest, we always have 
a few young men in training for 
future positions of responsibility, 
These young men gain experience 
under older executives and, at the 
same time, they bring new energy 
and fresh ideas into the organiza- 
tion. I am sure that your Associa- 
tion is doing all it can to encourage 
the new generation to enter your 
profession and to serve their ap- 
prenticeship under experienced 
leaders. 


National Credit Picture 


Just as we constantly consider our 
internal credit organization, so do 
we pay close attention to the credit 
structure of our national business 
scene and the factors that affect it. 
Today, perhaps more than ever, this 
consideration of general business 
conditions as reflected by credit prac- 
tices is of tremendous importance. 

Our economy is still reflecting 
the unsettling influences of a change 
from wartime to peacetime stand- 
ards. We are not yet on a business- 
as-usual basis. Simultaneously, we 
are experiencing the uncertainties of 
another international crisis that 
leaves our business, as well as our 
personal lives, uncertain. Part of 
our industrial machinery is partici- 
pating in a new preparedness pro- 
gram. Another part is carrying out 
huge European relief. Indeed, many 
industries are contributing to both 
of these undertakings. 

These and other factors have pro- 
duced results that are symptomatic 
of unsettled business conditions the 
country over. We hear constant 
talk about high prices, the dissipa- 
tion of family savings and buyer 
resistance. We note that the cost of 
living is rising and we are constantly 
aware of the higher cost of produc- 
tion. Labor unrest and demands for 
higher wages are heard on all sides. 
Bankers discuss the curtailment of 
loans and Congress has directed 
credit restrictions. 

Such symptoms as these are cor- 
stantly before us, and management, 
in attempting to chart a course for 
the future, must have them cor- 
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stantly in mind. Chief among the 
landmarks that must be watched are 
the elements with which you credit 
men are dealing in your day-to-day 
operations. As a result, you will 
be playing a more and more impor- 
tant role in the administrative plan- 
ning of your corporations. 

You must, in the face of this 
growing demand for your judgment 
and your advice, prepare your- 
selves by close study of what is 
happening. In general, we can be 
assured that business for the next 
year will continue at about present 
high levels. Current peak produc- 
tion, for example, is to continue in 
such industries as iron and steel, 
construction, and heavy equipment, 
where there are large backlogs of 
unfilled orders. 

Further impetus will come from 
the rapid development of new indus- 
tries such as television, electronics, 
and plastics. What’s more, the gen- 
eral business level will be upheld 
by the pouring of government funds 
into the economy as a result of the 
defense program and the European 
aid plan. Finally, we can expect that 
consumer income will continue at 
currently high levels because of the 
third round wage increases now 
being completed and because of re- 
duced personal income taxes. 


Take Care Next Year 


However, despite the optimistic 
business outlook for 1949, it must 
be a year for caution. Credit men, as 
well as other executives, will have 
to keep a weather eye out for danger 
signals. In recent years, when we 
were faced with shortages in almost 
all lines, buyers realized that they 
had to pay promptly in order to in- 
sure shipment. As a result, credit 
terms were no problem. Now, how- 
ever, production is catching up with 
demand in many lines. Dealers and 
jobbers will be returning to pre-war 
buying habits. As a result, the 
credit policy of the future must 
permit extension of credit and allow 
for delayed payments at about the 
same rate as pre-war. 

Interest rates have increased from 
record lows and we know that fur- 
ther increases in bank reserves re- 
quired by Government will, to some 
extent, restrict loans to business. At 
the same time, during the coming 
year, you must keep your eye on the 
effect of restrictions on installment 
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buying. If these controls materially 
reduce consumer buying, business 
as a whole can expect a general 
tightening. 

Price levels, too, must be the ob- 
ject of your study during the next 
year. It appears that we cannot 
look for any very substantial reduc- 
tion in most prices for the coming 
year. Today’s prices are made up 
principally of certain rigid elements 
which are not likely to be reduced 
for some time to come. Taxes are 
likely to continue high because of 
the necessity to support rearmament 
and European relief and to carry 
the national debt. High labor costs— 
which amount to about 85 per cent 
of the total cost of everything we 
buy—show no sign of coming down. 
Instead, we can expect that labor 
will make every effort to solidify 
their present gains. 

Freight rates, already up from 
50 to 100 per cent, and fuel and 
power costs are other factors in 
price setting which cannot be ex- 
pected to come down during the next 
several years. 

Finally when supply catches up 
with demand and manufacturers’ and 
dealers’ inventories are large, we 
can look for some reduction in prices 
from reduced margins and oper- 
ating economies. However, the 
cushion of profit on which principal 
producers rely is too thin to permit 
much reduction. Manufacturers’ 
profits, for example, are even lower 
per dollar of sales than they were 
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in the late 1930’s. High prices, then, 
at near present levels, must be con- 
sidered one of the risks involved in 
the adoption of a more liberal credit 
policy. 


Watch Pricing Systems 


As credit executives, you must 
also be informed on the recent events 
that are bringing about changes in 
our pricing system. The Supreme 
Court’s much discussed decision in 
the so-called cement cases is dis- 
rupting pricing practices through- 
out our entire economy. During the 
first months of 1949, we will hear 
a great deal of discussion on this 
subject. There are those in govern- 
ment trying to put all industry on an - 
f.o.b. mill basis. I, for one, do not 
believe this is practical for every 
industry. 


We must recognize, however, that 
there are forces working to create 
a trend which would result in a 
very large segment of our economy 
being restricted to f.o.b. prices. This 
change will be of tremendous im- 
portance to your management, and 
likewise, it may effect the Company’s 
credit policy. 

I have tried to point out a few of 
the danger signs we all must watch 
as the next 12 months roll by. It is 
clear that business in general is 
reaching a point where caution 
should be the by-word. Certainly 


(Continued on Page 21) 


il 





Will the Boom Continue? 
The Role of Credit in Maintaining Prosperity 


telling you what I am trying 
to do. My job is to tell you 
something about how credit 
affects the operations of our eco- 
nomic machine. It definitely is not 
to tell you how to run your business. 
First, let’s look at one of the 
really big jobs credit can do to keep 
America prosperous. That job is to 
change the spending habits of the 
American people. To see why spend- 
ing habits need to be changed, look 
at what’s happened to American 
family incomes in the past decade. 


- Perhaps I should start out by 
in 


Sharp Rise in Income 


Ten years ago out of about 40 
million families in the country only 
634 million families had incomes of 
more than $1500. That means that 
only these 634 million families had 
much of anything left over after they 
had paid for the necessities of life. 
Most people just couldn’t afford to 
buy new cars, or new houses, nor 
could they afford to shop in depart- 
ment stores. 

Now, however, there are 29 mil- 
lion families who have incomes of 
more than $2500. I say $2500 now 
—as against $1500 for the dividing 
line in the late 1930’s—because 
$2,500 is about the maximum a fam- 
ily needs to cover necessities at to- 
day’s prices. 

Consequently, there are 4 times as 
many families who can afford some 
luxuries, There are 4 times as many 
potential customers for department 
stores, auto dealers and other mer- 
chandisers of life’s luxuries and con- 
veniences. 

Here’s another way to look at the 
extent to which family incomes have 
been upgraded. If you subtract 
enough from total income for every 
family to buy necessities, you’ll find 
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that people have more than $100 bil- 
lion left over for what might be 
termed “optional buying.” Optional 
buying is the kind people do because 
they want to—not because they have 
to. The $100 billion now available 
for optional buying is over four 
times the prewar amount. 

One of the eternal truths of eco- 
nomics is that people will always 
spend up to the limits of their in- 
comes, allowing for the normal 
amount of saving, of course. In the 
past few years, people have been 
doing just that. But they’ve been 
spending too much of their money 
for food. Nearly % of total spend- 
ing now goes for food. Before the 
war less than a quarter did. Result: 
sky-high food prices. And, paradox- 
ically enough, everyone would gain 
if this process could be reversed. 
Farmers would raise just as much 
food at somewhat lower prices. So 
food prices would drop and every- 
body would get just as much food. 
Moreover, people would have an 
extra $10 billions or so to spend on 
other things. 

Look at it still another way. The 
upgrading of family incomes sug- 
gests that sales of quality depart- 
ment stores should be 4 or 414 times 
prewar. Actually, sales are running 
only 3 times prewar. The moral is 
that millions of newly prosperous 
people, who for the first time have 
the money to spend in such stores, 
must be educated to spend it there. 
People must learn to spend less for 
food and more for other things. In 
part, that’s a job for advertising. 
But it’s a challenge for credit, too. 
The number of potential charge ac- 


count customers is about 4 timcs 
prewar; but the present number of 
charge accounts in department stores 
is only about double the prewar fig- 
ure, 


Teach People to Use Credit 


For these reasons, you can per- 
form a real service to the economy 
as a whole by teaching people how to 
use credit to get more for their 
money. You can help your custom- 
ers by putting them in a position to 
buy better clothes, new furniture, 
new electrical appliances. And, by 
so doing, you will be helping the 
economy in two ways: (1) by re- 
moving some of the inflationary 
steam from food and other cost-of- 
living items; and (2) by stimulat- 
ing the demand for industrial prod- 
ucts. Some lines are beginning to 
need a lift now, too. Examples are: 
vacuum cleaners; radios, men’s cloth- 
ing. 

You won't be doing the farmer 
any lasting damage if you succeed in 
changing spending habits. The best 
illustration I know of is that given 
by a shopping list recently picked up 
in a midwest Sears store. Here’s 
how it read: Mop, Broom, Soap, 
Clothesline, One Mink Coat. 


An Unstable Element? 


Now let’s take a look at a charge 
that is frequently leveled at credit. 
The charge is that credit is an un- 
stable element in our economy—one 
that contributes to ups-and-downs in 
general business. For instance, eco- 
nomics textbooks teach that too 
much credit is granted in good times, 
so people and businessmen get far 
out on a precarious limb. Then, in 
bad times, paying back debt puts a 
crimp in purchasing power. For 
these reasons, it’s become standard 
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operating procedure for economists 
to recommend: (1) that a severe 
clamp be placed on credit in good 
times; and (2) that credit be made 
cheap and easy to get when the eco- 
nomic going gets rough. 

Now there’s something in this 
argument. But it’s not as simple, 
by a long shot, as the textbooks 
make it out to be. As you know far 
better than I, there are all kinds of 
credit. Credit has contributed to the 
boom and bust aspect of our econ- 
omy in the past primarily in two 
ways: (1) credit was used to finance 
speculation; and (2) after a period 
of speculation, we ran into a credit 
shortage. In most cases, the short- 
age of credit was an artificial one— 
created by the ineptitude of govern- 
ment banking authorities. 


When credit is used to help fi- 
nance the legitimate needs of busi- 
ness and the general public, it is a 
tremendous force for prosperity. 
Where it is used to finance specula- 
tion by business in inventories or 
by consumers in the stock or real 
estate markets, credit can help push 
us down the boom and bust route. 
And, of course, where credit is used 
unwisely, it can lead to the same 
undesirable ends. Thus, I’m con- 
vinced that easy credit in the hous- 
ing market since the end of the war 
has driven costs and prices up to 
such dizzy heights that we can avoid 
a serious tumble only by displaying 
some fancy footwork. 

However, the wise use of credit 
for legitimate purposes emphatically 
does not contribute to ups-and- 
downs in general business. On the 
contrary, it is a powerful stabilizing 
force. Credit can do a lot to help 
even out the demand for industry’s 
products. 


Credit Can Stabilize Demand 


There’s a Federal Reserve Board 
annual survey of consumer finances 
that shows how credit can work to 
stabilize demand, particularly for 
durable goods like autos, refriger- 
ators, radios, and firniture. This 
survey, which has oeen taken in 
each of the last three years, is one 
of the really important advances in 
our knowledge of what makes the 
consumer market tick. It’s a gold 
mine of information about who is 
getting the income, who has got the 
savings, and what they intend to do 
with both. 


DISSAVING AS A PERCENTAGE OF INCOME, WITH AMOUNTS DISSAVED, BY 
INCOME AND OCCUPATIONAL GROUPS, AND BY VETERAN STATUS, 19471 


(Percentage of all spending units in each group) 
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Reproduced by permission from the August issue of the Federal Reserve Bulletin. 


The survey shows that every year 
about one out of four American fam- 
ilies spend more than they earn. 
Some of them do so because they 
can’t keep up with the soaring cost 
of living. But, in the great majority 
of cases, the fact that families wind 
up the year with a deficit means sim- 
ply this: they have gone out and 
bought something—a car, refriger- 
ator, house, furniture—that is too 
costly to be financed out of the cur- 
rent year’s earnings. 

Here’s the typical way it works: 
a family buys a new car, using their 
old car or their savings to make the 
down payment. Credit covers the 
rest of the price. So they spend 
more than they earn that year. But 
the next year, while they are paying 
for their car, they live within their 
income. Some other family comes 
along then, however, and uses credit 
to buy a new car. 

It’s a constant process of rotation. 
One family steps up and buys a 
new car, a new home, or something 
else, and then steps back until it 
is paid for. Meantime, another fam- 
ily comes forward and takes their 
place in the buyer’s line. Credit can 
do a real job by working to keep 
this process going. 


Can It Continue? 


At this point, you may well ask 
whether it is possible to keep the 
process going, even with the wisest 
possible use of credit. Won't the 
process grind inevitably to a halt, 
either because people run out of 
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savings to help finance their pur- 
chases, or because the nation runs 
up against a shortage of credit? 

In my opinion, the answer is a 
decided “‘no.” People have far more 
money than ever before to back up 
their desire to buy the things they 
need. And, unless we as a nation 
display an unusually high degree of 
stupidity, there is no danger of a 
shortage of credit. 

Look at the fabulous amount of 
money people have tucked aways as 
savings. It amounts to over $170 
billion dollars—almost enough to 
buy a year’s production of consumer 
items. And savings are spread more 
evenly among the people than ever 
before. Federal Reserve survey 
shows that 73%—almost three- 
quarters—of all families have some 
savings. And half of the families 
with savings have more than $800 in 
the sock. While there are no good 
figures on prewar savings, we do 
know that only a small minority of 
families had as much as $800 saved. 

This tremendous pile of savings 
is one of the most important rea- 
sons why the postwar economy is 
fundamentally different from the 
prewar one. And this is something 
that won’t change anytime soon. 
Once savings have been piled up, 
they don’t wash away easily. When 
one person uses his savings to buy 
something, the money he spends 
winds up in other people’s pockets 
in the form of wages, salaries, or 
dividends. And part of it is saved 


(Continued on Page 30) 
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Another Look at Inflation 
The Effect of Credit on the Business Outlook 


ure present business condi- 

tions must be judged as the 

most prosperous in our na- 
tion’s history. Yet, for most of us 
these are very unsettled times—with 
widespread uncertainties about in- 
ternational developments and mixed 
optimism and pessimism in business. 
There is great temptation under 
such circumstances to concern our- 
selves’ with the pressing work at 
hand and largely to disregard the 
many far-reaching changes taking 
place around about us which may 
have important indirect, if not di- 
rect, effects upon our business and 
personal lives. 

Never has the old adage “what 
we don’t know won’t hurt us” been 
Jess true than today. Powerful eco- 
nomic forces are currently operative 
which prudent business manage- 
ments cannot ignore. The need for 
heightened public understanding of 
the basic problems which our nation 
and our business enterprises face is 
great ; our shortcomings in economic 
literacy probably have never been 
more apparent. We can be swayed 
first in one direction, then in an- 
other, depending upon the tone of 
the last news report we have heard 
or conversation we have had. Let 
us, therefore, direct our attention to 
some of the more basic issues which 
we now face in this country in the 
hope that we can improve our know]- 
edge of the complex economic and 
political environment in which we 
live and do business. 


= By almost any accepted meas- 
* 


Future is Unpredictable 


It is not likely that we will ever 
be able to face the future with real 
certainty. No continuously accurate 
means of forecasting has yet been 
developed, and certainly it is not 
within my province to attempt to do 
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so. Nevertheless, we can and must 
keep well informed about current 
developments which may affect our 
business operations, and weigh regu- 
larly the alternatives which may 
confront us. Also, we must continu- 
ally remind ourselves of the stake 
which we have in the economic sta- 
bility of our country. For this rea- 
son I would like to take another look 
at inflation with you, considering 
some of the principal implications of 
recent and prevailing inflationary 
trends for the future of general busi- 
ness and finance. é' 

The primary interest of most busi- 
ness executives, I have observed, 
understandably is with such matters 
as the output and prices of their 
specific products, the purchasing 
power and buying habits of hun- 
dreds or thousands of customers 
upon whom they depend for sales, 
and the earnings and financial prob- 
lems of their individual businesses. 
The Federal Reserve System has a 
deep and continuing interest in the 
success and problems of individual 
business enterprises, but necessarily 
takes a somewhat broader view of 
most developments in industry, com- 
merce, and agriculture. Our imme- 
diate concern, consequently, is with 
the course of: (1) over-all produc- 
tion, (2) the general price level, (3) 
aggregate income, (4) consumer and 
business attitudes toward spending, 
and (5) most important, the general 
financial condition and needs of busi- 
ness, consumers, and Government. 

This does not mean that the in- 
terests of business management and 


the Federal Reserve are mutually 
exclusive. On the contrary, what 
happens to. your individual busi- 
nesses obviously directly affects not 
only the broader movement of busi- 
ness and employment, but also our 
Federal Reserve operations and pol- 
icies. Equally true, changes in ag- 
gregate income, Government receipts 
and expenditures, and credit policies 
may well have a very substantial in- 
fluence upon the sales and earnings 
of your companies. 


Inflation Still Basic Problem 


The dream of the prewar decade 
—full employment—has now pre- 
vailed in this country for several 
years. Virtually all available man- 
power, materials, and machinery are 
at work, and the prospects for fur- 
ther expansion in any of these in 
the near future seem quite limited. 
We are still not able, however, to 
meet all the domestic and foreign de- 
mand for goods. The record of the 
last year reveals clearly this basic 
economic problem: purchasing pow- 
er out distancing prouction with re- 
sultant rises in prices. 

Both total employment and phys- 
ical production have advanced by 
less than four per cent. Personal in- 
come, however, has expanded much 
more, or by about 10 per cent. This 
increased. dollar purchasing power, 
however, has been offset by a com- 
parable rise in cost of living. Highly 
significant, the use of business and 
consumer credit has increased ap- 
preciably, 20-25 per cent, pointing 
conclusively to the key role of credit 
in supporting current very high dol- 
lar levels..of business activity. In 
other words, as the result of a year’s 
effort, we have achieved little more 
than the ability to pay higher prices 
for roughly the same volume of 
goods and have enlarged our pri- 
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yaie indebtedness substantially as 
weil. Here unmistakably are the 
symptoms of inflation. 


Setback Should Follow 


Invariably, as our history reveals, 
intense inflationary periods, such as 
we are now experiencing, are fol- 
lowed by severe setbacks for busi- 
ness and employment. There is no 
reason at present to believe that this 
worst of all American inflations can 
end otherwise. Our principal hope 
is that we can adjust to more normal 
conditions in successive stages rather 
than all at once. The sooner the end 
of inflation comes, the sooner we can 
make forward strides for prosperity 
on a more stable and enduring basis, 
which we certainly do not now have. 

While inflationary forces con- 
tinue strong, principally because of 
stepped-up Government expendi- 
tures for defense and foreign aid, 
and an unabated willingness and 
ability of most consumers and busi- 
nesses to spend, all of us are also 
quite aware of unmistakable signs 
of weakness in the business situa- 
tion. These so-called “soft spots” 
seem to be arising from some initial 
slowing up in the over-all demand 
for heavy or capital goods, mount- 
ing consumer resistance to particu- 
lar goods and services lacking price 
and quality appeal, and numerous 
instances of markets literally being 
saturated with goods, including some 
agricultural commodities. 

It thus appears that two broad 
sets of economic forces are operat- 
ing at the present time: (1) strong 
inflationary developments, and (2) 
some leveling and declining tend- 
encies. Yet, on balance, it is difficult 
to deny that over-all inflationary 
forces currently remain the more 
dominant. Moreover, the dangers 
inherent in the present record high 
price level are too great to assume 
that the problem of inflation is over 
or will soon be over. 


Money Supply—Primary Factor 


If there is any primary factor 
underlying our war and postwar in- 
flation, it must be the increase in our 
money supply resulting from our 
mounting public debt, which in turn 
is attributable to unprecedented 
Government expenditures for pre- 
paredness and defense. The past 
war was financed only about 40 per 
cent from taxes. The remaining 60 


per cent which had to be borrowed 
has left a heritage of a public debt 
of roughly 250 billion dollars and a 
money supply, comprising total de- 
posits (adjusted) and currency out- 
side of banks, of about 169 billion 
dollars. . 

In a broad sense, changes in the 
over-all price level are the result of 
fluctuations in the (1) volume and 
use of the money supply, and (2) in 
the output of goods and services. 
While the money supply in this 
country has nearly tripled since 
1939, physical production has ex- 
panded about 75 per cent, and liv- 
ing costs by the same amount. 

Price increases during the past 


two and one-half years can be traced: 


principally to a stepped-up rate of 
spending rather than to any marked 
change in the money supply. Until 
recently, a Treasury cash surplus 
has made possible successive reduc- 
tions in the public debt held by the 
banking system, roughly offsetting 
the steady growth in private debt 
similarly. held. The resulting fairly 
stable money supply, however, is now 
turning over from six to 10 per cent 
faster than a year ago. 

Consumers and others are show- 
ing a declining tendency, or greater 
inability, to save in order to main- 
tain or improve their living stand- 
ards. This attitude toward spend- 
ing obviously tends to stimulate 
rather than resist further price in- 
creases. While there is considerable 
anxiety and complaint about high 
prices these days, there seems to be 
too little real concern about the ad- 
vancing inflationary trend. No one 
as a consumer wants to pay higher 
prices, but so long as incomes rough- 
ly keep pace with price increases— 
the most typical situation to date— 
apparently little thought is given to 
the eventual dangers which may be 
involved. Deflation-recession-de- 
pression seem to be feared much 
more than inflation, although even 
cursory reflection suggests that these 
are all closely related. 


Why Fear Inflation? 


Why should we be concerned 
about the current advancing record 
price level? Several answers to 
this question immediately come to 
mind. First, persons with fixed in- 
comes or whose earnings are lagging 
behind rising prices obviously are 
adversely affected. At least 25 per 
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cent, and perhaps more than a third, 
of the nation’s families must be class- 
ed in this group. Second, there is 
no need to offer proof that rising 
prices mean progressively less pur- 
chasing power for funds held in all 
forms of savings. Third, the nation 
faces potentially serious fiscal prob- 
lems in having to finance a greatly 
expanded defense program or even 
another war from the present or a 
still higher price level. Finally, it is 
only reasonable to belive that now is 
the time, in the midst of “boom” 
conditions, to take positive steps to 
minimize readjustments ahead when 
the pendulum of business swings in 
the other direction. No one con- 
scious of the inflation problem can 
condone efforts to dissipate the eco- 
nomic strength of our country 
through undue expansion in credit 
and fruitless attempts to complete 
huge expenditure programs despite 
rigid production limitations. 


In recent months a new upsurge 
in inflationary power -has occurred, 
unquestionably supported by an im- 
portant rise in private debt unac- 
companied by an offsetting reduction 
in the public debt. As seen, employ- 
ment and: physical production have 
made very little gain, while incomes 
and consumer prices have advanced 
noticeably, but the rise in all types 
of credit has been still greater. Dur- 
ing the past six months business 
credit .from banks has increased sev- 
en per cent, consumer credit six per 
cent, and mortgage loans ten per 
cent—all substantial advances for 
such a short period. 


Views on Credit Expansion 


This recent credit expansion has 
sharpened differences in views re- 
garding the role of credit in the cur- 
rent economic situation. There are 
what we might call (1) the indivi- 
dual transaction point of view, (2) 
the prewar normal approach, and (3) 
the broad economic credit policy 
point of view. Let us examine each 
of these. 


The most important single con- 
sideration for any lender is that the 
loan or credit sale he is about to 
make be sound and by conventional 
standards give good assurance of 
payment. Each individual credit ap- 
plication is considered on its own 
merits. Once the lender is satisfied 
that he has a prime risk because of 
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satisfactory collateral, the established 
character of the borrower, and sim- 
ilar assurances, he is usually ready 
to make the loan or authorize the 
sale in question. 

Many bankers and other lenders, 
however, now also are inquiring, 
because of prevailing inflationary 
conditions, whether a particular loan 
is productive. That is, does it add 
more to output, or merely provide 
additional purchasing power for the 
bidding up of prices or preventing 
their reduction. If a loan meets the 
test of being safe and productive, a 
loan officer reflecting the individual 
transaction point of view may well 
see no grounds upon which to deny 
the credit. 


Debt Ratio Lower Today 


A second point of view is repre- 
sented by many lenders who not only 
are considering the safety of each in- 
dividual loan and its productiveness, 
but also whether their total loan 
volume or some particular type is 
out of line with what they may con- 
sider to be normal from past experi- 
ence for their bank or other busi- 
ness. When the relationship between 
total private debt and aggregate per- 
sonal income of the country is now 
examined, total debt is found to be 
considerably under the prewar rela- 
tionship. More specifically, private 
debt outstanding currently is equal to 
less than half the annual rate of per- 
sonal income, whereas in 1939 such 
debt equaled nearly three quarters 
if the then prevailing income total. 
Moreover, private debt is now equiv- 
alent to only about 50 per cent of 
total outstanding liquid assets (i.e., 
deposits, currency, saving and loan 
shares, and Government securities ) 
of individuals, whereas in 1939 ag- 
gregate personal debt was slightly 
larger than all personal liquid asset 
holdings. 

Currently consumer credit is 
roughly eight per cent of personal 
income after taxes compared with 
11 per cent in 1939. Limiting the 
comparison to consumer instalment 
credit, the respective changes are 
four per cent now and slightly more 
than six per cent of disposable in- 
come before the war. Numerous 
other similar comparisons can be 
made, and, except in the mortgage 
lending field, the same general an- 
swer emerges, ‘namely, that by pre- 
war standards we do not now have 
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an extraordinarily high private debt 
level—on the contrary, in relative 
terms it appears low. 


Credit and Economic Policy 


There is still one other point of 
view by which to judge the role of 
credit at the present time and that 
is from the standpoint of broad’ eco- 
nomic policy which has as its basic 
objective a high and stable level of 
business. This view recognizes that 
(1) the forces of inflation are too 
strong for most individual lenders 
to resist, and (2) more credit under 
conditions of full employment can 
only mean higher prices or postponed 
reductions. From this standpoint. 
even the soundest loan is inflationary 
when it provides funds to bid away 
scarce goods and services from 
others through higher prices. A well 
established borrower, for example, 
may get more steel because of a 
loan, but only at the expense of 
other steel consumers. Even though 
the over-all credit or private debt 
situation may appear quite “safe” 
in that it is not out of line with pre- 
war relations to income or liquid 
assets, it is the absolute amount of 
credit rather than the relative 
amount which is controlling under 
full employment conditions. That 
is, any net increase in credit out- 
standing must have some inflationary 
consequence since the production of 
goods and services cannot be ex- 
panded correspondingly. We should 
not fail to recognize, moreover, that 
encouragingly low debt ratios at the 
present time can become much less 
satisfactory when income or liquid 
assets decline during any readjust- 
ment period. 

I hasten to add that this broad 
credit policy viewpoint, which now 
is uppermost in Federal Reserve 
thinking, is not to be understood 
as urging a sharp contraction in 
credit outstanding, or in any way 
minimizing the far-reaching depen- 
dence of the nation’s economy upon 
credit and the services of lending 
institutions. Rather, the objective 
is to promote the use of credit as an 
effective means of maintaining a 
high and stable level of business, 
but not through excessive use to 
undermine such a desirable condi- 
tion. 

The present total volume of pri- 
vate debt unquestionably would be 


higher if it were not for certain ef- 
forts which have been made to limit 
credit expansion, particularly during 
the past year. There has been a good 
deal of voluntary restraint by lend- 
ers, and short-term interest rates 
have advanced moderately. Quite 
recently, consumer credit controls 
have been restored and Federal Re- 
serve member bank reserve require- 
ments have been increased as a re- 
sult of recent Congressional action. 
Many leaders in business, finance, 
and Government have long been 
aware of the inherent dangers in 
excessive credit expansion and have 
sought to limit further increases by 
voluntary means. The American 
Bankers Association, through a na- 
tionwide educational program, has 
sought to prevent undue bank credit 
expansion through more restrictive 
lending policies of its members. 
Numerous state bank associations 
have joined in this drive. Bank 
supervisory authorities have issued 
joint statements calling attention to 
the need for curtailing bank loan 
expansion under prevailing infla- 
tionary conditions. Many farsighted 
business managements, moreover, 
have adhered closely to rigid credit 
standards in instalment and other 
credit sales, resisting efforts to use 
credit as a competitive weapon. All 
of these efforts have proved worth- 
while, although not sufficient to put 
an end to undue credit expansion. 


Federal Reserve Moves 


The lowering of the support lev- 
els on marketable Government se- 
curities on December 24, 1947, by 
the Federal Open Market Committee 
caused widespread uncertainty in 
financial circles regarding the most 
appropriate future lending and in- 
vesting policies for commercial banks 
and other financial institutions. In 
many specific instances at least this 
action resulted in tightening of credit 
conditions. 

Short-term rates on U. S. Govern- 
ment one year certificates of indebt- 
edness have been advanced gradually 
to 1%4 per cent from a wartime rate 
of % of one per cent. Some increase 
also has occurred in the rate on tax 
notes. Federal Reserve rediscount 
rates generally have been increased 
in recent months from 1% to 1% 
per cent. Corresponding rises in 

(Continued on Page 33) 
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1949—Readjustment Year ? 
The Effect of the Election on Credit 


ises considerably more than I 

can deliver. Application of 

economic and_ psychological 
principles to current statistical data, 
enables us to form an opinion as to 
probable business developments in 
the near future, that is, for six 
months or so; but for the distant 
future, we must rely almost entirely 
on faith. In between these extremes 
is business “terra incognita,” or at 
least largely unknown ground. 

In recent years, however, there 
have been great fundamental changes 
in the domestic and international 
political and economic structures 
which will profoundly affect busi- 
ness in the future. In fact, these 
changes are so basic that they can 
almost be said to be controlling 
factors. By analyzing some of the 
more important of these changes, 
we can get a fairly accurate idea of 
their impact on future business activ- 
ities. Let us make a quick survey of 
the more significant changes. 


. The title of this article prom- 
« 


Increasing Socialization 


One of the greatest changes of 
our times has been the increasing 
socialization of government. This 
has been a world-wide trend and 
we have been affected less than 
other countries—England, for ex- 
ample. But the fact remains that 
we do have a socially minded 
government. This use of the 
power of government in the 
fields of social security, education, 
labor, and regulation of business, 
will continue—in fact, may grow. 
Opinions may differ as to the ulti- 
mate desirability and need of these 
socially inspired activities, but there 
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can be no question as to their cost. 
More government means more ex- 
pense regardless of political promises 
to the contrary. | 

The heavy cost of the armed 
peace is another economic factor 
of the greatest importance. In the 
fiscal year ending July 1949, the 
military establishment will cost us 
approximately $13 billion. Partici- 
pation in international affairs, espe- 
cially foreign aid financing—which 
it is claimed are forms of national 
defense—will cost an additional $7 
billion, it is estimated. Thus, we are 
spending annually some $20 billion 
because of the world political uncer- 
tainty. It may come as a shock to 
some of you to hear this terrific cost 
of preparing for future wars! But 
consider also that the expenditures 
for past wars, in the form of vet- 
erans’ benefits and interest on the 
public debt, will require nearly $13 
billion more. This gives us a com- 
bined annual total of some $33 
billion which cannot be reduced very 
much in the near future. As a mat- 
ter of fact, it will, in all probability, 
be increased. And, of course, the 
many other operations of govern- 
ment will cost a few more billion. 

Amortization of our public debt 
of more than $250 billion will, on 
a very minimum basis, require an 
additional $3 to $5 billion annually, 
if we start to amortize it—and we 
certainly should. 

Inevitably, the Federal budget of 
the future will be several times the 
prewar total. To be specific, it is 
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difficult to visualize a national bud- 
get of less than $35 to $40 billion in 
the foreseeable future. 


High Taxes to Stay 


This means that high taxes are here 
to stay! In fact, we shall not be able 
to maintain the present tax rate un- 
less we can keep armament expendi- 
tures at reasonable levels, and can 
control inflation, and can refrain 
from embarking on new spending 
programs. As a matter of fact, re- 
armament and other military ex- 
penditures in 1949-50 now promise 
to unbalance the budget or to force 
a tax increase. 

While we hope that rigid econ- 
omy and increased efficiency in gov- 
ernment will free us from a con- 
tinuation of the “increased taxes, 
increased borrowing” philosophy of 
recent years, let us not deceive our- 
selves; most of the large items in 
our budget can be slashed but little, 
if any. 

The economic implications of our 
$250 billion public debt are not 
fully appreciated by most Ameri- 
cans. Throughout our entire his- 
tory, we were fortunate enough to 
escape the many burdens of a large 
public debt. Now, when we, almost 
overnight, find ourselves burdened 
with the greatest public debt the 
world has ever known, we find it 
difficult to realize what it means to 
us and to our children. Yet our 
debt is so large that we must manage 
it or it will manage us. 


Effects of Debt Management 


Debt management, however, 
sooner or later, forces the govern- 
ment to enter, and at times domi- 
nate, the fields of money, credit, 
and investment. Our high debt 
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makes the Treasury more power- 
ful in money and credit than the 
commercial bankers or the Federal 
Reserve authorities, our traditional 
money and credit managers. For 
example, the Federal Reserve efforts 
to contract credit and fight inflation 
are largely nullified by the necessity 
of supporting the market prices of 
government bonds. Since last No- 
vember, more than $8 billion of 
government bonds were purchased 
in the market support program. 
Fortunately, during the same period 
they were able to sell Treasury bills 
and Certificates of Indebtedness in 
such volume that their holdings of 
government issues declined about $1 
billion, so that there was at least 
some reduction of Federal Reserve 
credit. 

Maintenance of artifically low 
interest rates on our public debt-— 
which means market support of 
current issues—has been possible 
during the past year because of 
the cash surplus of the Treasury. 
So long as we have a cash bud- 
get surplus, credit restrictive meas- 
ures can be applied with one hand 
and market support given with the 
other. But once the cash surplus 


disappears—and it may disappear 


in the near future—market support 
will have to be abandoned, unless the 
monetary authorities are given new 
powers by the Congress. 

It is highly improbable that the 
low interest rates will be aban- 
doned, because of the great size of 
the debt. This means that the fight 
on inflation will not be pressed too 
vigorously by the monetary author- 
ities, unless inflation gets completely 
out of hand, and, barring war, I see 
little prospect of that. Of course, it 
is possible that the Congress may 
be willing to take the responsibility 
for deflation and vote new credit 
and other controls, but I, person- 
ally, doubt it. 

If, however, despite our best 
efforts the armed peace should be 
succeeded by armed war, then we 
should expect a great deal more 
of inflation, or government controls 
of all sorts, such as’ rationing, allo- 
cation, control of man-power, and so 
on. These controls, particularly 
those on business, will undoubtedly 
be far more drastic than in World 
War II. In fact, business will be so 
controlled by the government that it 
is idle to speculate on just what the 
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business pattern would be. I has- 
ten to add that I do not expect 
war. I am convinced that the Rus- 
sians do not want war as they believe 
we are headed for such a serious de- 
pression that their American stooges 
will be able to take over without 
difficulty. 

If, as I anticipate, we shall have 
no war, and, of course, no hyster- 
ical preparation for war with ex- 
penditures in excess of those I 
enumerated earlier, then it seems 
to me that a business readjustment 
is in the making. 


Grounds of Readjustment 


My belief that we are approach- 
ing a business. readjustment is based 
on many reasons and facts, the more 
important of which I shall now 
discuss. 

The agricultural boom, which has 
exerted so much inflationary pres- 
sure because of the effect of rising 
food prices on wages, has come to 
an end. A record harvest, nearly 
13% greater than last year and 8% 
greater than the previous peak yield 
of 1946, has brought back our great 
prewar economic headache of farm 
produce surpluses. The increased 
yield of some of the more important 
crops is really phenomenal. Corn, 
for example, with a yield of 3,567,- 
955,000 bushels( is 49% higher 
than last year and 27% more than 
the 1937-46 10-year average. | Oats 
production of 1,492,957,000 bushels 
is 22% greater than last year, and 
21% over the 10-year average. 
Wheat production of 1,285,770,000 
bushels, while 6% less than last year, 
is nevertheless 36% above the 10- 
year level. The cotton crop of 15.2 
million bales is 28% larger than the 
11.9 million bales of. last year, and 
27% higher than the 1937-46 aver- 
age yield. 


Market Breaks 


As you might expect from such 
bumper crops, there have been spec- 
tacular breaks in their market prices, 
ranging from a decline of 48% from 
the 1948 high for oats to a 20% 
drop for cotton. Wheat has actually 
dropped 1.5% below the govern- 
ment support level and cotton is 
resting on the government price. 
Corn is still somewhat above the 
support level, but that is largely 
because hogs are nearly 50% above 


their price floor and, as you know, 
most corn goes to market in the form 
of pork. 

Cash income of farmers, which 
ranged from $7 billion in 1935 to 
nearly $9 billion in 1937 and aver- 
aged $8 billion in the 1935-39 pe- 
riod, reached a record high level 
of more than $30 billion last year. 
Despite this extremely high level 
and the greatest crop of all time, 
farm income cannot shrink dis- 
astrously as it did in 1921 and the 
early 30s because of government 
price support. Nonetheless, the 
agricultural price honeymoon is over 
and the psychology of the farmers 
will be adversely affected. 

With the big exception of auto- 
mobiles, the consumer goods boom 
seems to have reached the end of 
the upward swing. Increasing sales 
pressure is necessary to maintain 
volume in the household appliance 
field. Discounts from list prices 
are being given here and there. 
Contests, bonuses, and all of the old- 
fashioned sales razzle-dazzle are 
being used. Non-automatic wash- 
ing machines are backing up in the 
warehouses. Vacuum cleaner sales 
in September dropped 15.5% be- 
low last year. Serious price cut- 
ting has started in men’s suits. 
Price reductions are being used 
more and more to move women’s 
wear. Sales volume has been down 
for several months on shoes. In 
cotton textiles, the New England 
mills are now beginning to go on 
a reduced schedule because of lack 
of orders, and as early as last May 
the Southern mills reduced produc- 
tion somewhat because demand has 
been overtaken in some lines. Lux- 
ury goods of all kinds have felt the 
pinch of declining sales for several 
months. In fact, soft spots are be- 
ginning to appear in nearly all lines 
as supply catches up with demand. 

In the used-car market, especially 
in the case of new cars, there has 
been a precipitous decline in volume 
and in price in the last two months. 
Even in the new car market, in most 
places you can get quick delivery 
of the more expensive cars and also 
of most trucks. 

While most retail sales figures 
in dollars continue to show in- 
creases over last year, they are 
liable to be misleading because the 
increases are nearly all due to the 
higher prices of 1948. Physical 
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volume in most cases has actually 
declined. This, of course, is very 
unhealthy from an economic stand- 
point. More and more prices and 
less and less goods can only mean 
social tragedy if continued too far. 
That is why, under present circum- 
stances, we welcome evidence of 
breaks, such as I have described in 
the price structure. 


Inventory Boom Over 


Although I have little statistical 
evidence on which to base my con- 
clusion that the inventory boom is 
about over, surely I can’t be far 
wrong, as it seems inconceivable 
that it can go much farther. Total 
business inventories have reached 
the utterly fantastic total of $53 
billion, which is a whole lot of in- 
ventory any way you look at it! 
Manufacturers’ inventories alone 
have climed to a total of more than 
$30 billion. 

This inventory situation is be- 
ginning to be reflected in pressure 
for sales. Large gaps have begun 
to appear between the quoted in- 
dustrial prices and the actual prices 
at which large contracts are closed 
in cotton textiles, stainless steel, 
hardwood lumber, secondary brass 
and aluminum and some vegetable 
oils, Even more significant from a 
business forecasting standpoint is the 
August statistics showing that the 
index of the value of factory output 
has risen 9.8% above the index of 
farm income, which is generally con- 
sidered a good indicator of the nor- 
mal demand for manufactured prod- 
ucts. This alone indicates the need 
for a downward readjustment in 
prices or volume, or both, but when 
to this evidence we add the cer- 
tainty of a sizable shrinkage in farm 
income the over-extended condition 
of manufacturing activity is appar- 
ent. 


Export and Housing Boom 


The export boom has tapered off 
because of what is euphemistically 
termed the “shortage. of. dollars.” 
While powerfully back-stepped by 
the European Cooperation Admin- 
istration program, it will not reach 
last year’s levels unless, or until, 
we pass new lend-lease legistlation. 

The housing boom is also be- 
ginning to show signs of weaken- 
ing, no matter what anyone tells 


you. The demand is not nearly as 
urgent as some politicians claim. 
As early as July, the premium for 
immediate occupancy of houses had 
disappeared in 82% of 208 cities 
covered in the semi-annual survey 
of the National Association of Real 
Estate Boards. One-quarter of these 
cities reported that they had caught 
up on new single-family houses. 
And the majority reported that 
prices were lower on old houses than 
they were one year earlier. Through- 
out the country, prices of new houses 
are so high that they are no longer 
being snapped up the moment a 
builder exhibits plans. In fact, 
builders are beginning to fail, here 
and there. 

When judging current prices on 
real estate, the ability of people 
to pay, not promise to pay, should 
be the criterion. In this connec- 
tion, you will be interested to know 
that a recent survey made for the 
Federal Reserve Board shows that 
the median monthly rent in the 
United States at the beginning of 
this year was only $30! This figure 
throws a brilliant light on some of 
the things now going on in the field 
of real estate! 

To be sure, the great postwar 
housing shortage has increased the 
market values of all houses, but it 
takes income to support that in- 
creased valuation—in plain English, 
such valuation has no lasting basis 
unless there is net income. And, 
although rents will continue upward 
for some time, there is no rent level 
in sight which will maintain the 
present high prices of new homes! 


Capital Goods Boom 


The industrial capital goods boom 
is still going strong. In fact, the 
biggest element in the boom from 
now on will be the increasing gov- 
ernment expenditures for rearma- 
ment and the continuing heavy in- 
vestinent by business in plant and 
equipment. A joint survey by the 
Securities and Exchange Commis- 
sion and the. United States Depart- 
ment of Commerce indicates that 
American business in 1948 will spend 
a record-breaking $18,630,000,000 
on new plants and equipment, which 
is $2.4 billion more than last year. 
Lionel Edie, the well-known econ- 
omist, estimates that business will 
need $105 billion of new capital 
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“Why should you worry about what's in it? 
It's not set to go off till tomorrow!” 


during the next five years to sustain 
business volume within 5% to 10% 
of the present level. Although these 
estimates seem high, we do know 
that high labor costs cause the swb- 
stitution of capital for labor, so 
they may not be far out of line. 
Nonetheless, you must keep in mind 
that capital expenditures are very 
sensitive to ultimate demand. Any 
consequential drop in consumer de- 
maud will have a drastic effect on 
such business spending. 

Despite claims by some econo- 
mists to the contrary, this analysis 
shows that our present boom has 
been caused by forces which will not 
continue indefinitely. Some of these 
supports, such as the agricultural 
boom, are already at an end. Others 
are showing signs of weakness. Only 
rearmament and capital expendi- 
tures are still going strong, and 
the capital expenditures boom is 
a derivative boom based on forces 
which are beginning to weaken. 

Unfortunately, the present high 
rate of business activity hides sev- 
eral serious weaknesses in the eco- 
nomic structure. Among many 
others, I refer especially to the 
economic evils directly flowing from 
our heavy and repressive taxes, par- 
ticularly those on the creation of 
capital, Adequate savings with 
continuing capital investment in 
new and old enterprises is the very 
life-blood of competitive capitalism, 
but we don’t have time to explore 
that now. 


Summary 


Summarizing, weak spots are be- 
ginning to appear here and there in 
business activity. The same sort of 
mentality “which plowed under the 
little pigs,” now holds that shortages 
will continue indefinitely; but I say 
that shortage, in an economic sense, 
is not an American word! In my 


(Continued on Page 34) 
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New Horizons in 


Income Statement Reports 


Part II: The Reality of Income 


tive individual. His conserv- 

atism is based on different 

considerations. He is pri- 
marily concerned with the liquidity 
of the assets of the debtor and the 
chances of his realization on the bor- 
rower’s obligation. This is his first 
consideration. He, therefore, looks 
to the quick assets and, the inventory 
being one of them, to the manner 
and method of its valuation. Only 
when he is satisfied with the sound- 
ness of the financial position of the 
borrower does he then give recog- 
nition to the investment in the plant 
and equipment and the uses to which 
they are put. Any values he may 
ascribe to them must necessarily be 
predicated on the profitableness of 
the enterprise he grants credit to. 
Then he becomes concerned with the 
factor of income. 

This attitude is an outgrowth of 
the earliest times of our business life. 
It was a conservatism that was de- 
veloped from the necessity of as- 
certaining the value of the financial 
resources as a prerequisite to credit 
granting. When the community 
grew and our economy expanded 
and we learned how to measure 
the value of the uses to which our 
assets were put, the enterprise to 
which devoted, then the credit grant- 
or became concerned about the in- 
come statement. He then sought to 
ascertain the profitableness of the 
concern’s operations as a guide to 
the long term view of credit grant- 
ing, when the enterprise acquired 
greater continuity of business ex- 
istence. 

Credit men are concerned with 
appraising business capacity every 
work day. This includes financial 
ability represented by the balance 


= The credit man is a conserva- 
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sheet, and earning capacity repre- 
sented by the income statement. So 
long as business operates, it employs 
capital. The success from this en- 
deavor is a primary concern to a 
credit grantor. 

The success of a business enter- 
prise is measured by the factor, in- 
come. What income is, how net 
income is‘ arrived at, the factors or 
components that make up its deter- 
mination, are proper subjects of in- 
quiry. To do so successfully, we 
must try to understand correctly all 
of the elements of an income state- 
ment for a proper and correct ap- 
praisal of results arrived at from 
business operations. 

The balance sheet alone cannot 
be read with the appraisal necessary 
to it without the correlated income 
statement to guide the creditor in 
appraising the profitableness of the 
uses being made of the capital in the 
enterprise. Income measures the 
increases in equity available at cred- 
it risk. What income is, how it is 
earned, and its correct reporting in 
accordance with accepted account- 
ing procedures are therefore a con- 
cern of his. 


Accountants Also Make Distinction 
Between Capital and Income 


Upon accountants falls the duty 
of applying accepted accounting pro- 
cedures to express the results from 
business operations through pub- 


lished financial statements that will 
truly be expressive of such results. 
It is through this medium that man- 
agement, equity holders and credit 
grantors get their information on 
(1) the financial condition of the 
subject concern at a given date and 
(2) its income from operations for 
a stated fiscal period, usually the 
annual accounting period. 

The economist looks upon income 
in terms of realities. He tries to artic- 
ulate income in terms of goods. To 
him income is the product realized, 
expressed in purchasing power, on 
the investment of capital and the 
application of labor thereon. The 
accountant also makes a distinction 
between capital and income. This 
is a fundamental concept in ac- 
counting work. The accounts are 
set up in that manner to reflect 
the movement and flow of busi- 
ness activities so as to give ex- 
pression from the results of such 
activities in the form of financial 
statements comprising the balance 
sheet and the income statement. The 
income statement will express the 
increment in the worth of the busi- 
ness brought about from such opera- 
tions and the balance sheet will show 
the condition of the enterprise as of 
the close of such a fiscal period and 
the changes that took place from the 
employment of the assets in that 
enterprise. 


The Tax on Income 


The concept of income also be- 
came important in connection with 
a Federal income tax law passed in 
1894, known as the 1894 Act, later 
declared unconstitutional. This Act 
was the forerunner of the 1913 Act 
which became effective March. 1, 
1913, following the adoption of the 
16th Amendment on February 25, 
1913. The consciousness of the Na- 
tion, its business community, econ- 
omists, besides accountants, was 
awakened on a large scale, as never 


CREDIT AND FINANCIAL MANAGEMENT, December, 1948 





before, to the subject of income, its 
periodic reporting and the methods 
to be used in its determination for 
income tax purposes. This created 
conflicting concepts of taxable in- 
come with the law seeking to impress 
its own interpretation and wishes as 
against the long accepted concepts 
of income held by accountants, busi- 
ness men and economists. 

The 16th Amendment provides 
that : 

“The Congress shall have the 
power to lay and collect taxes on 
incomes from whatever source 
derived, without apportionment 
among the several States, and 
without regard to any census or 
enumeration.” 

It is to be observed that this 
Amendment did not define what is 
taxable income. This was left to 
the Courts for definition. 

The Supreme Court of the United 
States first defined income as the 
gain derived from capital, from labor, 
or from both, and later, this defini- 
tion was broadened to include profit 
on the sale of capital assets. It must 
be the realized income to be subject 
to the income tax. 

It can be seen that when business, 
and the legal and accounting pro- 
fessions were so preoccupied with 
determining taxable income, and 
seeking to sustain the concept of 
business income, as determined un- 
der the then existing accounting pro- 
cedures, little time was left for more 
periodic reappraisals of accounting 
procedures to reflect changing eco- 
nomic conditions, particularly such 
as those of today. 


Reality of Business Income 


Business income is generally de- 
fined as the net increase in equity 
resulting from business operations 
for a stated period of time. We are 
familiar with the terms “accounting 
income” and “tax income.” An- 
other term has now been brought 
forward: “economic income.” Ac- 
counting income is the historical in- 
come, representing increase in pro- 
prietorship by the inclusion of all 
items of income, cost and expenses 
and applicable charges or deductions 
for a stated period, beginning and 
ending on a given date. Taxable in- 
come is a legal concept. It is the 
result arrived at for tax purposes, 
determined in accordance with regu- 


lations which define what is in- 
cludible income and allowable deduc- 
tions. The term “economic income”’ 
is a term now brought forward to 
relate the historical income in terms 
of economic values and to measure 
such results in the light of present 
inflationary prices. 


Conditions Leading to Inflation 


The changing economic condi- 
tions following the advent of War 
II in 1939 brought about a change- 
over of our civilian economy to a 
partial war economy up to 1941, 
under lend-lease, and a full war time 
economy following our entry into 
the war in that year. With it came 
regulations which modified or sus- 
pended the economic laws familiar 
to us under a free economy. The 
shortages created under it in our 
civilian economy brought as an after- 
math inflationary prices. After the 
war, the removal of price controls 
accelerated the forces of inflation in 
the light of the short supply of goods. 
Today we are concerned with the 
meaning of value, and what is in- 
come, expressed in the light of our 
present inflationary economy. 

It was under these conditions that 
the reappraisal of accounting pro- 
cedures in income reporting was 
heightened. Management was con- 
cerned in determining what it earn- 
ed; the business man sought the 
means of reconciling his business 
profits in the light of the current 
economic factors; and the account- 
ing profession’s concern was as to 
the recognition to be given to the 
changing economic phenomena in 
accounting procedures in the prep- 
aration of income reports and bal- 
ance sheets. 

Accountants are asked to change 
their accounting procedures in the 
light of current economic conditions 
with respect to: 

(1) Accounting for inventories; 
methods of valuation. 

(II) Accounting for depreciation ; 
on cost or replacement basis. 

(III) Accounting for reserves; 

(a) for inventory price declines, 

(b) contingencies known or 
otherwise. 

(c) replacements of production 
equipment and modernization. 
(IV) The income  statement— 

the “all inclusive” and the “current 
operating performance” concepts. 
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Are We Approaching 
Normalcy? 


(Continued from Page 11) 


the necessity for careful analysis 
and advance planning is greater than 
ever before. 

Today, many firms, including my 
own, are profiting from the study - 
and preparations undertaken more 
than two years ago. On the other 
hand, there are those which failed 
to analyze future prospects and are 
not now ready to take advantage of 
the opportunities that lie ahead. 

The reward of careful planning 
in the future may be even greater, 
and the penalty for neglect could 
be more severe. That is why you, 
as credit men, will be called upon 
more and more frequently to par- 
ticipate in overall planning. 

The credit man today has as- 
sumed an important role in business. 
He is granted independence of 
action and his judgment should be 
sought by general management in 
any projection of plans for the 
future. ° Since, as I have pointed 
out previously, our whole economy 
is based on credit and about 80 per 
cent of all business is done on credit, 
it is easy to see the scope of your 
responsibility. However, I want to 
urge upon you another responsibility 
you are especially fitted for. 

Because of your far-reaching con- 
tacts in all levels of our business life, 
you are in a position to act as ad- 
vance guards in the battle to main- 
tain our free economy. Because of 
the part you play in our business 
organization, you are aware of the 
benefits our economy brings to all 
people. You know that the dollars 
spent in America are distributed to 
all groups of our citizens in a manner 
unequalled by any other economic 
system devised by man. 

You are equally aware of the 
attacks that are, today, being leveled 
against our free enterprise system. 
I urge you to lend your strength, 
individually and through your Asso- 
ciation, to meet these attacks. You 
can help combat the spread of mis- 
information about the workings of 
our economic system by telling the 
true story—by making all of our 
people conscious of the value in our 
competitive economy. 
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How To Lose Your Assets 


(Compiled by the Insurance Committee of the New York Credit Men’s 
Association and Reproduced with their Permission) 


Dishonesty of employees or officers 
Burglary or holdup 

Mysterious disappearance 

Fire, explosion, flood, earthquake, 
riot, windstorm, vandalism, malicious 
mischief, etc. 


on 
WHERE 1S THIS CWSH? Burglary of safe 
Dishonesty of employees or officers 
Mysterious disappearance 
ON PREMISES Fire, explosion, flood, earthquake, 
riot, windstorm, vandalism, malicious 
CASH...$30,367. IN OFFICE SAFE mischief, etc. 
Kidnapping of employee, forcing. to 
IN TRANSIT return ani open office safe 


IN THE BANK Employee dishonesty 
Fire, explosion, flood, earthquake, 
riot, windstorm, vandalism, malicious 
mischief, etc. 
Holdup or robbery 
Mysterious disappearance 


officers 


a of depositor's employees or 


ACCOUNTS 
RECEIVABLE. ..$56, 362. Insolvency ‘of debtors 
Destruction of records through any cause 
ON PREMISES ~~ -+j such as fire, explosion, flood, earth- 
quake, riot, windstorm, vandalism, 
malicious mischief, etc. 


Fire, explosion, flood, earthquake, riot, windstorm, 
water, vandalism, malicious mischief, etc. 
Dishonesty of employees or officers 

Robbery or burglary 

Mysterious disappearance 


Fire, explosion, flood, earthquake, riot, windstorm, 
WHERE IS THE vandalism, malicious mischief, etc. 
INVENTORY? Dishonesty of employees or officers 
Holdup or robbery 
ON PREMISES Mysterious disappearance 
\ Damage or destruction while in custody of carrier 
INVENTORY. ..$149,324. IN TRANSIT 
Fire, explosion, flood, water, earthquake, riot, 
IN WAREHOUSE —___ windstorm, vandalism, malicious mischief, etc. 
Dishonesty of employees, officers or warehousemen 
IN PROCESSING Robbery or burglary 
Mysterious disappearance 


Fire, explosion, flood, water, earthquake, riot, 
strikes, windstorm, vandalism, malicious mischief, 
etc. 

Dishonesty of employees or officers 

Robbery and burglary 

Mysterious disappearance 
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MACHINERY AND 


FIXTURES. .$38,346. ON PREMISES Fire, explosion, flood, water, earthquake, riot, 
ra strikes, windstorm, vandalism, malicious mischief, 
etc. 


Breakdown of machinery 
Boiler explosion 


Fire, explosion, flood, earthquake, riot,” strikes, 
windstorm, vandalism, malicious mischief, etc. 
Dishonesty of employees or officers 


Forgery, burglary, robbery, or theft 
Mysterious disappearance 
Fire, explosion, flood, earthquake, riot, strikes, 


windstorm, vandalism, malicious mischief, etc. 
ON PREMISES Burglary or robbery 
F Mysterious disappearance 
IN OFFICE SAFES Kidnapping of employee, forcing to return and open 
SECURITIES & office safe 
INVESTMENTS... .$15,000. IN TRANSIT 
Dishonesty of employees or officers 
IN THE BANK Holdup, robbery, or theft 


Loss while in custody: of carrier 
Mysterious disappearance 
; Fire, explosion, flood, earthquake, riot, strikes, 


windstorm, vandalism, malicious mischief, etc. 
Dishonesty of employees or officers 
















Forgery 
WHERE IS IT? Fire, explosion, flood, falling aircraft, 
earthquake, riot, strikes, windstorm, 
REAL. ESTATE... ANYWHERE ————_ vandalism, malicious mischief, etc. 
$75,000. Boiler explosion 
AUTOMOBILES, WHERE EVER —_—_—{fire, theft, collision, etc. 
TRUCKS, TEAMS, ETC. THEY MAY BE 
$10,000. 
Ownership of Building 
Operation of Elevators 
Explosion (Boilers 
Subject to Expense and (Machinery 
Judgments Arising out of (Pressure Vessels 
ALL ASSETS Claims for Personal Injur- 
ies and/or Automobiles (Company Owned 
Property Damage Resulting (Employee Owned 
From: . (Hired Cars 
Use of Products Scld 
Acts of Employees in course of Employment 
Application of Workmen's Compensation Law 
Destruction of Building 
Breakdown of Machinery 
Explosion of Boiler 
PROFITS Extra Expense to maintain Operation 
under Emergency Conditions 
AND Subject to Loss From: ' 
Destruction of Plants of Outside 
EARNINGS Suppliers © 


Dishonesty of employees or officers 
Failure of Public Utilities 
Death or disability of key men. 
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Your Assets in 1948 Dollars 


Current Trends in Ther Evaluation 


in the valuing of assets, we 

must keep in mind that the 

underlying principle governing 
balance sheet valuations should 
have, as its objective, the true reflec- 
tion of profits which have been 
realized. 

In a recent article entitled— 
“Changing Accounting and Eco- 
nomic Concepts Affect Methods of 
Inventory Pricing,’ which carries 
the prefatory note that it “reflects 
current thinking of the Committee 
on Accounting Procedure of the 
American Institute concerning in- 
ventory pricing,’ Mr. Blough, the 
Director of Research of the Insti- 
tute sets forth some of the evolu- 
tionary influences which have re- 
lated inventory valuation more and 
more closely to income determina- 
tion and more and more loosely to 
the effect of such valuation in the 
balance sheet picture. Quoting from 
this article—“the primary problem 
in accounting for inventories * * * 
is that of determining what portion 
of the total inventory cost expendi- 
ture of the period should be allo- 
cated to current revenues and what 
part should be allocated to future 
revenues.” 

Profit is only realized from turn- 
over of capital. “Going concern” 
asset values which are related to 
accurate income determination must 
result in charging current costs 
against current revenues as turnover 
of capital takes place. 

Our discussion here will cover 
balance sheet valuations which serve 
to accomplish a more correct reflec- 
tion of realized profit as the capital 
investments in inventories and plant 
assets are turned over in the opera- 
tions of business. 

Specifically, we will cover— 


- As we discuss current trends 
\ 
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(1) The use of either the last-in, 
first-out principle of inventory 
pricing or of reserves to offset 
inventory price increases as a 
practical means of approaching 
a current common price level 
relationship between sales and 
costs in setting forth realized 
profits, and— 

(2) The recognition of increased 
replacement costs in deprecia- 
tion policies in a realistic ap- 
proach to profit determination. 

The decline in the value of the 
dollar is making a serious inroad on 
the capital of business. Unless indi- 
vidual business managements recog- 
nize what is going on, they may 
find that they have overstated cur- 
rent earnings and followed unwise 
product pricing and dividend pol- 
icies. 

Conventional accounting proce- 
dures have accounted for dollars 
without regard for changes in their 
purchasing power. In accounting, 
the 1935 dollar and the 1948 dollar 
are the equals of each other, al- 
though we all know too well that in 
the market place they are far from 
equals. 


Inventory Pricing 


Management should be concerned 
with the use of an inventory pricing 
method which coincides with man- 
agement’s thinking in daily trading 
operations, and which prevents over- 
statement of profits due to changes 
in the price level of the required 
inventories necessary in the conduct 
of the business. 


The last-in, first-out method con- 
strues the latest values purchased or 
produced to be the first values to be 
shipped out, essentially matching 
current costs against current sales; 
in substance, the investment in in- 
ventory remains at relatively fixed 
values and no increase in profit is 
brought about, when prices and wage 
levels are rising, through reflecting 
the continuing investment in inven- 
tories at current cost levels. 

Either the last-in, first-out pricing 
method or the use of inventory re- 
serves which offset price increases 
tend to eliminate one of the greatest 
speculative features in business. The 
resultant freezing of a price level in 
the inventory asset valuation re- 
duces substantially the peaks and 
valleys of reflected earnings to which 
business has long been subjected. 


Tends to Stabilize Profits 


It would seem that the stability it 
affords to individual concerns might, 
if widely extended, tend to stabilize 
business profits generally and thus 
be of real benefit to the social and 
economic fabric. 

Last-in, first-out is a principle of 
inventory pricing which permits the 
treating of the goods in the ending 
inventory as though being on hand 
in the beginning inventory to the 
aggregate extent thereof, etc. It 
makes no claim to coincide with the 
physical flow of merchandise. How- 
ever, it seeks to offset the economic 
effect of forces beyond the control of 
management, such as price move- 
ment, and recognize that to the ex- 
tent an investment in inventory is 
required, the value assigned to this 
investment should not be allowed to 
fluctuate and thereby effect profits 
for the one-year intervals within a 
business cycle. 
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Since 1941, many business execu- 
tives have been apprehensive as to 
the effect of the apparent inflation- 
ary trend. They recognize the ex- 
treme danger of increasing profits 


for a fiscal period by the amount | 


which merely represents the increase 
in prices assigned to their closing in- 
ventories over the prices in existence 
at the beginning of the year. 


Effect of Overstatement 


If available profits are overstated, 
excessive bonuses or employees’ 
profit-sharing may be distributed, 
wage scales may be too freely in- 
creased, and dividend policies may 
be too liberal. It is sometimes argued 
that company policy as to distribu- 
tion of profits can take into consider- 
ation the need for a cushion or re- 
serve against profits which have 
been enhanced due to the increase in 
cost reflected in the continuous in- 
vestment contained in the ending in- 
ventories. Such arguments recognize 
that the profits so reflected are not 
available, and merely serve to sup- 
port the contention that a method of 
inventory pricing which prevents the 
inflation of profits reflected for the 
period of one year, should be con- 
sistently followed. 

Many sound business executives 
contend that all surplus, in effect, 
is a reserve or cushion and repre- 
sents the portion of apparent profits 
which, in the judgment of the di- 
rectors, is needed for the future 
conduct of the business. Unfortu- 
nately, this interpretation is not gen- 
erally understood by many stock- 
holders, by representatives of labor, 
etc., who are more apt to view the 
so-called earned surplus as earnings 
which are available for distribution. 
Thus, it seems only proper that 
specific reserves be provided which 
earmark and thus explain the needs 
for the retention of these so-called 
earnings until such time as they may 
actually be realized and become 
available for distribution as profits. 


Born of Necessity 


Last-in, first-out, it must be re- 
membered, was evolved out of the 
stern necessity of certain industries 
which suffered severely from fluc- 
tuations in the value of their con- 
tinuing investment in raw material. 
Because of this, the misconception 
originally grew that this principle 


has only limited application. Sup- 
porters of the contention that the 
last-in, first-out principle has only 
limited application fail to give con- 
sideration to the fact that it is a basic 
principle of cost valuation of the in- 
vestment in inventory and that all 
types of manufacturing, jobbing and 
retailing businesses also maintain, by 
necessity and not from choice, a con- 
tinuous investment in inventories. 
Usually the wider and more com- 
plex the line of products, the greater 
the necessary continuous minimum 
inventory investment. 

The use of this last-in, first-out 
principle tas been limited primarily 
because of the general thought which 
originally developed that its applica- 
tion should be confined to quantities 
of specific items rather than ex- 
ploring the possibility of dealing in 
terms of value, that is, dollars of 
capital investment. Thus, companies 
which have a limited number of uni- 
form products, or products a portion 
or the entire cost of which can be 
conveniently expressed on a common 
physical unit basis, have found the 
application to be relatively simple. 
If the principle is sound, practicable 
means of applying it must eventually 
be recognized so as to permit its use 
in valuing all cost elements in the 
total inventory of an enterprise, even 
though its operations may embrace 
the production, jobbing, wholesaling 
or retailing of a wide variety of 
items. 


The Dollar as the Unit 


Whether or not the same quan- 
tities of specific items or the same 
items are in the inventory at the close 
of the year as were on hand at the 
beginning of the year, the last-in, 
first-out principle should be appli- 
cable in determining an aggregate 
valuation of an investment in inven- 
tory. Changes in product design 
eventually eliminate many articles 
which in turn are replaced by other 
products. The individual item quan- 
tity balances in a group of related 
products, may vary widely in com- 
paring the beginning quantity of 
each with the ending quantity of 
each. Thus, if the last-in, first-out 
principle is applied to individual 
items rather than to the determina- 
tion of the aggregate valuation of the 
group of related products (in which 
the value of increases in quantities 
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of specific items is permitted to off- 
set decreases in quantities of other 
specific items), the objective of the 
principle will not be accomplished 
and the income will not be clearly 
or correctly reflected. 

All items in a related group of 
products can be expressed in a com- 
mon unit which is “dollars” of in- 
vestment at a specific price level. 
The use of a basic dollar value as the 
common denominator makes the ap- 
plication of the last-in, first-out prin- 
ciple practicable regardless of the. 
complexity of the inventory. 


Determining Quantity Increase 


Since the use of last-in, first-out 
requires that the price increase (or 
decrease) over the beginning of the 
year prices be reflected in the valua- 
tion of the ending inventory on 
only the increase in quantity over the 
beginning quantity, we must con- 
sider means of determining this 
quantity increase. 

The determination of the quantity 
increase of a group of related prod- 
ucts can be accomplished by the 
extension of the individual product 
quantities in the beginning and 
ending inventories at the same 
prices, or by removing the price in- 
crease (or decrease) reflected in the 
ending inventory valued at current 
cost. To remove the price increase 
(or decrease) reflected in the end- 
ing inventory, it may be only neces- 
sary to determine the percentage 
changes in acceptable specific com- 
pany or general price indices appli- 
cable to the various groups of re- 
lated products. 


Tax Application 


This last-in, first-out principle 
has been generally recognized as an 
acceptable method of inventory ac- 
counting for federal income tax pur- 
poses only since 1939, when its use 
was extended to all taxpayers, sub- 
ject to such regulations as may be 
necessary so that its use will clearly 
reflect income. Since then it has 
been adopted by an increasing num- 
ber of companies, many of which 
now follow this procedure in report- 
ing their corporate profits without 
using it in the determination of 
taxable income. 

The statute requires the use of 
existing cost (at the time of adop- 


(Continued on Page 35) 
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Keeping Track of Assets 


Lesser-Known Ways for Creditors to be Defrauded 


on the strength of the property 
or assets owned by the debtor: 
There is, of course, a “moral” 
factor in the extension of credit to 
some customers; nevertheless, gen- 
erally speaking, the basis upon which 
suppliers furnish credit is the ex- 
tent of ownership of property on the 
part of the seeker of credit. Hence, 
if the debtor alienates his property 
in such a way (as by transferring it 
by way of gift or without an equiva- 
lent value) that the creditor’s reli- 
ance on property of the debtor as a 
source of realization of collection 
is destroyed, it is of the greatest 
interest to the creditor as to what he 
can do under the circumstances. 
What the creditor can do is a 
matter of long history. As far back 
as 1570, the parliament of England 
legislated against “all and every 
Feoffment, Gift, Grant, Alienation, 
Bargain and Conveyance of Lands, 
Tenements, Hereditaments, Goods 
and Chattels ... by ... guileful, 
covinous or fraudulent Devices and 
Practices.” The statute in question 
declared any such conveyances “to 
be clearly and utterly void, frustrate 
and of none Effect; any Pretence, 
Colour, feigned Consideration, ex- 
pressing of Use, or any other Matter 
or Thing to the contrary notwith- 
standing.”? This statute, despite its 
great-antiquity, is the basis of prac- 
tically all common law and legisla- 
tive enactment regarding fraudulent 
conveyances, in the United States. 


= Credit is invariably extended 
be 


Which Are Fraudulent? 


Before elaborating upon what a 
creditor can do when a debtor has 
made a fraudulent conveyance of 


1St. Eliz. c. 5. 
21d. 
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his property, it is appropriate to dis- 
cover, according to the decisions of 
the courts, what conveyances are 
considered fraudulent. Not all con- 
veyances by debtors are fraudulent ; 
not all gifts of a debtor’s property 
are considered fraudulent as to 
creditors.. There must be “a sham 
contrivance . . . which originates in 
bad motives . . . that is made and 
received for the purpose of warding 
off . . . creditors.”* Actual intent 
need not be proved in all cases, for 
intent is presumed in law under 
various circumstances.* Many acts, 
furthermore, do not in themselves 
constitute fraud, but are indicia of 
fraud; they are not conclusive but 
may be weighed together as evi- 
dence of fraud. These conditions are 
known as “badges of fraud.” These 
“badges of fraud” are suspicious 
circumstances such as—inadequacy 
of consideration, incorrect statement 
of consideration, a disproportionate 
amount of security as compared to 
the debt (where the debtor has given 
a mortgage), transfer of property in 
anticipation of a suit or while a suit 
is pending, failure to record a con- 
veyance which requires recording, 
unusual haste or speed in consum- 
mating a conveyance. 

It makes little difference as to 
what form a fraudulent transfer may 
take. The most scrupulous attempts 


® Hughes v. Cory, 20 Iowa 399. 

* Under Uniform Fraudulent Conveyance Law 
(adopted in at least 17 states): ‘‘Every con- 
veyance made and every obligation incurred by a 
person who is or will be thereby rendered in- 
solvent is fraudulent as to creditors without 
regard to his actual intent if the conveyance is 
made or the obligation is incurred without a 
fair consideration.” 


to make a transfer seem legal (as by 
having it under seal, acknowledging 
before a notary public and recording 
it) are but thinly veiled pretenses if 
the transfer itself was designed to 
hinder, delay or defraud creditors. 

In Massachusetts it has been held 
that where title to land was taken 
in the first instance in the name of 
a debtor’s wife, with money paid 
by the debtor, and the purpose was 
to defraud his creditors, the land 
can be taken on attachment and 
execution by a-creditor and the 
creditor need not show that the wife 
participated in the fraudulent intent 
if she took the land without con- 
sideration.5 A statute in Massa- 
chusetts permits an attachment under 
such conditions and it is known as a 
“special” attachment because it is 
an unusual thing to be able to at- 
tach the property of a third person 
on a claim against the second 
person. This statute also applies 
where the debtor transferred his 
land to any third person. Further- 
more, it is generally held that when- 
ever a debtor buys personal prop- 
erty and has the bil] of sale made 
out to his wife or some other third 
person, if it is done to hinder, delay 
or defraud creditors, the property 
may be subjected to the claim or 
judgment of a creditor in some sort 
of proceeding, whichever is per- 
mitted according to the law of any 
state in question (in some states by 
attachment, in others by a proceed- 
ing in equity). 


Collusive Judgments 


Another seemingly proper and 
legal proceeding which the law will 
pierce through and set aside, if done 


5 Clark v. Chamberlain & wife, 13 Allen 257. 
® Mass. G. L. C. 223, 8. 67. 
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with intent to hinder, delay or de- 
fraud creditors, is where the debtor 
actively contributes to the seizure 
of his property on a judgment and 
execution by some person against 
him where the claim was not valid. 
A creditor can set aside such a 
judgment if he shows that the debtor 
and the judgment holder acted in 
complicity and collusion in the 
matter. 

A mere failure on the part of a 
debtor to defend a suit would not of 
itself constitute collusion unless it 
were taken together with other sus- 
picious circumstances. In _ those 
states where judgment or cognovit 
notes are recognized as valid, it is 
relatively easy for a debtor and 
some other person to accomplish an 
“involuntary” transfer of property 
by the debtor to that other person. 
All that need be done is for the 
debtor to execute a judgment note 
payable on demand, and the other 
person have a judgment issued by 
confession by an attorney, and exe- 
cution levied on the debtor’s prop- 
erty. 

Because of the relative ease and 
speed with which such action can be 
taken, it is difficult for a creditor to 
obtain the necessary proof of intent 
to hinder, delay or defraud creditors. 
In some states this possibility has 
been guarded against by requiring 
certain formalities such as an aff- 
davit of the indebtedness, a state- 
ment as to the particulars of the 
indebtedness and good faith. 


Other Examples of Fraud 


A debtor can contrive to de- 
fraud his creditors by arranging 
for a collusive foreclosure of a 
mortgage. Indeed the devious ways 
by which a debtor can hinder, delay 
or defraud his creditors under the 
guise of legitimate transactions, are 
prolific. 

Such a seemingly bonafide trans- 
action as the transfer of a debtor’s 
property to a corporation which is 
being organized and for which trans- 
fer stock is to be issued to the 
debtor, may be a device to put the 
property of the debtor beyond the 
reach of creditors. Such a trans- 
action is not, of itself, necessarily 
fraudulent; there must be a fraudu- 
lent intent. 

Fraudulent intent is generally 
difficult to prove, however. A credit 


executive must be alert, when these 
things come to his attention, to de- 
tect the “badges of fraud,” and the 
indicia of evil design. There is 
nothing inherently wrong about a 
man conducting a personal, indi- 
vidual business organizing it into 
a corporation. The good faith of 
such a business man would prompt 
him to take his creditors into con- 
fidence and explain what he is doing 
and arrange for an assumption of 
the debts by the corporation. But 
he is under no legal requirement 
to do so, unless perchance the Bulk 
Sales Law would apply (the sale of 
goods in bulk requiring the pur- 
chaser to give a certain number of 
days’ notice to the creditors of the 
seller) and generally this law applies 
only to cases of merchants’ stock in 
trade. 

A more subtle form of transfer 
of a debtor’s property is the re- 
lease of an insolvent debtor's 
debtors. An insolvent debtor has 
no more right releasing his claims 
against his own debtors than he has 
of giving away his property. An- 
other device frequently employed by 
failing debtors is to cover up prop- 
erty from creditors by conducting 
the business in the name of his wife 
or some third person. If the fraudu- 
lent purpose can be shown, creditors 
may avail themselves of the relief 
afforded to creditors under such 
circumstances. If a debtor pays a 
mortgage, but instead of it being 
discharged of record, it is fraudu- 
lently assigned to another person so 
as to make it appear that it still 
remains as a lien, this again may be 
subject to action for relief. 


Law Can Supply Intent 


While intent on the part of the 
debtor to hinder, delay or defraud 
creditors is necessary to render a 
transfer void as to creditors, the 
law will supply the intent under cer- 
tain circumstances. Under the Uni- 
form Fraudulent Conveyance Act 
a conveyance made which will ren- 
der the one so making it insolvent 
is fraudulent if it is made without 
“fair consideration” (a fair equiva- 
lent in good faith). Thus actual 
intent need not necessarily be 
proved. On the other hand the 
debtor need not be insolvent if the 
purpose of the transfer was to de- 
fraud creditors. 
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The fraud must also in some way 
be participated in by the grantee of 
the property transferred by the 
debtor. There must be a taint of 
fraud on the grantee to enable 
creditors to recover or attach the 
property transferred to the grantee, 
otherwise any purchaser might at 
any time be subject to the hazard of 
losing it if the grantor were at- 
tempting to put his property be- 
yond the reach of creditors. 

If a grantee has paid valuable con- 
sideration for property, the transfer 
cannot be impeached if he had no 
knowledge of fraudulent intent on 
the part of the grantor nor had 
notice of facts which should put him 
on inquiry. But if the grantee re- 
ceives property without paying valu- 
able consideration, his good faith, if 
it can be said that he acted in good 
faith, does not validate a convey- 
ance which is the product of the 
grantor’s fraud. Where a husband 
was heavily indebted and he con- 
veyed property through a “straw” 
to his wife who paid no considera- 
tion, the trial court correctly drew 
the inference that the conveyance 
was to delay and defraud creditors, 
though there was no evidence that 
the conveyance was actually made 
by him or accepted by her with 
fraudulent intent.” 

A purchaser for consideration 
may not actually have definite 
knowledge of fraud and yet circum- 
stances may put such purchaser on 
inquiry. Knowledge of the trans- 
feror’s indebtedness or insolvency 
is not of itself sufficient to put the 
transferee on inquiry. But other 
conditions combined with such 
knowledge may add up to the duty 
to inquire. Thus, inadequacy of 
price, inventory taken at night, a sale 
after execution is issued against the 
debtor’s property are such things, 
which in addition to the knowledge 
of the grantor’s heavy indebtedness, 
constitute the knowledge on the part 
of the purchaser which leads to the 





_TA grantee losing the property under such 
circumstances cannot be said to be put to any 
disadvantage. The court in Gravy v. Chase 
184 Mass. 444, said: “The husband received 
no advantage from the conveyance. His in- 
debtedness was not diminished, and he_ re 
ceived nothing. His wife gave him nothing 
and suffered sents, and incurred no liability 
as a consideration for his transfer. . . . The 
case therefore falls within the ordinary rule, 
that one who is deeply in debt, and especially 
when he is insolvent, and who makes a volun- 
tary [without consideration] conveyance which 
takes property away from his creditors, is 
presumed to intend the natural consequences 
of his act, which is to hinder and delay his 
creditors.” 


(Continued on Page 36) 
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The Credit Executive's Library 


Small Business—Its Place and Prob- 
lems by A. D. H. Kaplan, published 
by McGraw-Hill Book Company, 
New York, 1948, price $3.25. 

A research study for the Commit- 
tee of Economic Development, this 
volume provides a most interesting 
insight into the present day condi- 
tions and problems of the small busi- 
ness enterprise. Unlike many re- 
search studies, this contribution is 
absorbing in its interest, practical 
in its approach, and highly stimu- 
lating in provoking a critical exami- 
nation of the more popular proposals 
that have been made to aid small 
business. The issues are clearly de- 
fined and presented in simplified 
terms without sacrificing the essen- 
tial factors. 

The author has been careful to see 
that the constructive analysis of the 
problems leads inevitably toward a 
program of improvement beneficial 
both to the small business man and 
to the nation as a whole. 

Credit executives should include 
this volume in their required reading 
within the next three months. This 
volume will answer such important 
questions as why we should be con- 
cerned for small business? What is 
small business? How does the pre- 
war and the post-war pattern of 
small business differ? What lies 
back of the mortality of small busi- 
ness enterprises? What is the rela- 
tive efficiency of small business? 
Why does small business need guid- 
ance and management counsel? 
What are the credit and financial re- 
quirements that face small business 
enterprises? What are the means 
and ends of competition? What may 
education and public policy contrib- 
ute to the well-being of small busi- 
ness? 

The following statement is typical 
of many that appear throughout the 
volume and illustrate the value of 
this publication to credit and finan- 
cial executives; “Since small busi- 
nesses undergo wider fluctuations in 
earnings from good to bad years than 
do larger corporations, it is highly 
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desirable that a qualified agency .. . 
undertake a systematic and continu- 
ing study of the experience with 
small business financing over ex- 
tended periods through various stag- 
es of the business cycle. They should 
thus seek to ascertain more definitely 
the character of the risks involved 
and the adequacy of the credit ser- 
vices afforded the small business un- 
der varying conditions. A goal of 
such research would be to make the 
accommodations to small business 
less dependent upon the changing 
liquidity of the individual bank and 
more directly attuned to the position 
and requirements of the business bor- 
rower.” 


Proceedings of National Conference 
on Consumer Credit, sponsored by 
Ohio State University. Published 
by Ohio State University Publica- 
tions, 1948. 

The purpose of this conference was 
to provide an opportunity -for a re- 
examination of the fundamental as- 
pects of consumer credit and finance. 
The proceedings are a reprint of the 
addresses and the discussion devoted 
to the presentation. The principal 
topics discussed were: the consumer 
credit structure ; consumer credit vol- 
ume; what consumer credit does for 
production, for distribution, for the 
wage earner and the standard of 
living ; federal regulation of consum- 
er credit; self-regulation and state 
regulation of consumer credit; and 
credit in business. 


The Role of Inventories in Business 
Cycles by Moses Abramovitz. Pub- 
lished by The National Bureau of 
Economic Research, Occasional Pa- 
per 26, New York, 1948, price .5o¢. 

This pamphlet presents briefly 
some of the results of a more exten- 


sive study made of cyclical fluctua- 
tions in commodity stocks. It is of 
interest to credit and financial execu- 
tives who must determine credit risks 
involved where inventories play an 
important part in the consideration. 


Tested Credit and Collection Letters, 
published by The Dartnell Cor- 
poration, Chicago, 1948, price 
$7.50. 

This is a volume containing two 
hundred credit and collection letters 
which have been given thorough test 
in actual use. They approach a wide 
variety of credit and collection prob- 
lems and are adaptable to many types 
of businesses. The volume is put up 
in loose-leaf binder form with each 
letter attractively reproduced on the 
letterhead of the company in which 
it originated. 

The volume is made up of seven 
sections, the number of letters in 
each section varying from eleven to 
seventy. The letters in the various 
sections are devoted to the follow- 
ing considerations: current ac- 
counts, delinquent accounts, letters 
of last resort, follow up compaign 
letters, new and old accounts, un- 
usual collection letters and miscel- 
laneous credit and collection letters. 

At the bottom of each page is a 
brief description of the nature of 
the letter and a suggestion as to 
when the letter can be used to best 
advantage. 


Doing Import and Export Business, 
published by the Foreign Commerce 
Department, Chamber of Commerce 
of the United States, 140 pages, 
$1.00. 

The significant role of the United 
States as the world’s chief supplier 
of numerous types of goods in the 
war and postwar periods has 
brought to American businessmen 
a reawakening of interest in op- 
portunities for building foreign 
markets for their products. 

It has stimulated also a keener 
appreciation of the need for foreign 
materials and manufactures in our 
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8-Column 
Adding Machine 
Capacity 999,999.99 


Only huge volume production to meet great 
popular demand makes it possible to offer this 
famous Burroughs adding machine at so low a 
price. Fast, accurate, dependable, it’s a Burroughs 
through and through . . . precision-built to the 
high standards that have made Burroughs the 


most-used adding machines in the world. 


Your local Burroughs representative can show 
you why a Burroughs at only $125.00 will out- 
perform and outlast any other adding machine 
in its price field. Give him a call now, or write 
Burroughs Adding Machine Co., Detroit 32, Mich. 


WHEREVER THERE'S BUSINESS THERE’S Burroughs ad 
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own economy, and thus the advan- 
tages offered through a larger im- 
port volume. 

To aid in answering numerous 
inquiries for information on the 
many points involved in organizing 
and conducting import and export 
businesses this booklet has been 
prepared. It is a concise and 
systematic discussion of the prin- 
ciples, practices, techniques and 
problems of trading in foreign 
countries, setting forth the main 
points with which those proposing 
to engage in foreign trade should 
be well acquainted. It is intended 
as a practical introductory treatise 
for use primarily by business con- 
cerns, without previous experience 
in foreign trade, which contemplate 
setting up import or export pro- 
grams. 


Treasury Department 
Experiments With 
New Tax Report Plan 


Currently receiving serious 
. consideration by the U. S. 
Treasury Department is the 
thought that quarterly With- 
holding Tax Reports can be com- 
bined with Social Security Tax 
Forms, an idea not unfamiliar to 
Edward J. Gesick, Treasurer of 
Mills Industries, Incorporated, Chi- 
cago. 

Submitting his views in an article 
which appeared in the December, 
1947, issue of The Controller, en- 
titled, “Why Not Use the W-2 
Forms for Reporting to Social Se- 
curity and Unemployment Boards ?”, 
Gesick suggested that “much of the 
detail in four quarterly reports to 
the Social Security Board could be 
eliminated. The procedure would 
be to put the information required 
by the Treasury Department under 
the Internal Revenue Codes for with- 
holding taxes being collected by the 
employer as agent for the govern- 
ment for income tax purposes. 

“The reporting of the amounts 
paid and the amounts withheld from 
employees for Social Security and 
withholding tax purposes,” con- 
tinued Gesick, “could be made on 
the present form W-2. Improve- 
ments in the type of paper and the 
farsightedness of the men in the 
Treasury Department in approving 
one-time carbon forms W-2 permits 
expansion of these forms so that 
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copies could be sent to the Social 
Security Board and other author- 
ities,” 

Gesick contends that the adoption 
of this plan would result in the 
annual savings of millions of dollars 
to both government and industry. 


Booklet Tells 
How To Develop 
Small Community 


University of Wisconsin ex- 
perts have just published a 
b 


bulletin which attempts to tell 

“what every small community 
should know” about developing its 
indugtrial, business, and employ- 
ment opportunities. 

The booklet, issued by the Bureau 
of Community development in the 
University Extension division, is 
available to community leaders 
throughout the nation. 

Its authors list many facto:; which 
figure in an appraisal of the indus- 
trial potential of the small com- 
munity. 

“It is not always necessary to 
bring in new industries in order to 
provide better employment oppor- 
tunity,” the bulletin points out. 
“Frequently this can be accom- 
plished by the community extending 
cooperation to existing establish- 
ments, or by the local development 
of an industry to meet local needs, 
or by aiding local craftsmen to 
make the most of their productive 
capacities.” 

The U. W. Bureau of Commu- 
nity Development, headed by Dr. 
R. J. Colbert as director and with 
J. J. Lichty as associate director, is 
a peacetime continuation of a war- 
time effort in which the University 
joined with cities, industries, and 
businesses of Wisconsin in pro- 
moting an orderly return to normal 
conditions with the ending of the 
emergency. 


Standard Oil Publishes 
New Management Guide 


Pointing up the ever-increas- 

= ing emphasis being given by 
w American business to manage- 

ment organization, Standard 

Oil Company of California an- 
nounces its publication of “The 
Management Guide,” a 100-page 


chart-illustrated book describing the 
use of management guides as aids ir 
performing corporate functions. 

Prepared by Standard’s widely- 
known Department on Organization, 
the book is based on experience 
gained by the company in the last 
dozen years in preparing manage- 
ment guides for its departments and 
subsidiaries. 


Can Boom Continue? 
(Continued from Page 13) 


by these people. Some part of the 
savings people spend merely evap- 
orates, of course, largely by way of 
higher prices. But a major part of 
the savings people spend is merely 
shifted to someone else. 

As a result, the $170 billion of 
savings we now have can, with the 
aid of credit, keep the economy go- 
ing full-tilt for a long time. 

And: there’s no reason why we 
should run into a shortage of credit 
of the sort that helped throw us 
into an economic tailspin in 1920, 
1929, and 1937. The banking sys- 
tem is fabulously liquid. Only one 
small bank has failed in the past four 
years; in 1933 an even 4,000 banks 
closed their doors. And with $78 
billion in government bonds, the 
banking system has almost unlim- 
ited resources with which to finance 
the nation’s legitimate credit needs. 


No Depression! 


Does the fact that we’ve learned 
how to manage our credit system 
mean you can forget about the 
danger of a business depression any 
time soon? If by soon you mean the 
next few years, the answer, in my 
opinion, is decidedly “yes.” There’s 
too much work to be done—in the 
nation and in the world—and too 
much money around to pay for it to 
have a serious depression in the next 
few years. 

Whether or not we will be able 
to carry on beyond the next few 
years is something no-one knows. 
Personally, I think we must make 
a lot of far-reaching changes in the 
way we conduct our economic affairs 
if we are to avoid a serious depres- 
sion sometime in the mid-1950’s. 
The changes I have in mind would 
involve: overhauling our antiquated 
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towards foreign trade and foreign 
investment; and concentrating on 
greater productivity, rather than 
squabbling over who gets the big- 
gest cut of the production pie. But 
that’s largely a personal opinion— 
and I'd be the first to admit that I 
don’t have the perfect prescription 
for all economic ailments that may 
dog us in the next ten years. 

However, I think it’s possible to 
say two things that will stand up 
about the business .outlook for the 
next few years. The first is that 
we've learned a lot about how to use 
credit in ways that contribute to 
sound prosperity. That’s a big ad- 
vance, when you remember how the 
unwise use of credit to finance specu- 
lation has blighted prosperity in the 
past. 

The second forecast that I make 
with great confidence is that the US 
is in for at least several years of 
prosperity, barring a war (which I 
do not expect). I think it is per- 
fectly possible that business may ex- 
perience some pretty severe jolts in 
the interval. The shifting tides of 
international politics virtually guar- 
antee that US business won’t find 
it all smooth sailing. But, on the 
whole, I look forward to a period of 
high-level business activity and pros- 
perity. And I’m sure that you cred- 
it men, by continuing to do your 
job wisely, will contribute in a cru- 
cially important way to that pros- 
perity. 





What’s Your Idea 
of a Good Financial 


StatementForm? 


Whatever it is, one of the many 


tax. system; revising our attitudes | 


NACM forms will suit you. | 


They are concise, yet they leave 
nothing out. They give you the 
whole picture, yet they are easy 
for your customer to fill out. 
They come in self-mailing form 
or plain, and your firm’s name 
can be imprinted if you wish. 
There is a sample book, con- 
taining a specimen of every 
NACM form wrapped and ready 
to be addressed to you. Why 
not send for it today? 
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INCOMPLETE COVERAGE 


No insurance program designed to protect and conserve assets 
ts complete without Credit Insurance 
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COULD ONE OF THESE EVENTS 


WIPE OUT vour prRorits? 


Labor shortages 
Wide price fluctuations 


Material shortages 


No matter how sound your judgment 
may be... there are any number of un- 
foreseeable events which can turn good 
credit risks into bad debt losses. 


CREDIT LOSSES ARE RISING 

Your accounts receivable are ex- 
tremely valuable assets ... need 
protection at a// times. .. but especially 
now with the slowing down of payments 
and with business failures mounting. 
American Credit insures you against 
credit loss . . . PAYS YOU WHEN 
YOUR CUSTOMERS CAN’T. 
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Floods, climatic disturbances 
Inventions that render products obsolete 
Shifts in public taste 


New government restrictions 


Unexpected glut of foreign goods 


In addition to paying you in the event 
of customer failure, your American 
Credit policy also enables you to get 
cash for long past due accounts. You 
can insure one, a selected group, or all 
of your accounts. 


Your insurance coverage is not com- 
plete unless your receivables are insured. 
For additional information, phone the 
American Credit office in your city, 
or write American Credit Indemnity 
Company of New York, Dept. 47, 
Baltimore 2, Maryland. 


PRESIDENT 


merican 
( redit Insurance 


PAYS YOU WHEN YOUR CUSTOMERS CAN’°’T 





An Economist Looks Ahead 


(Continued from Page 8) 


a correction. If so, it could 
occur at any time between 
now and, let us say, the 
middle of 1949, 


Much Depends on Europe 


It is obvious from what I have 
just said that a great deal depends 
upon American rearmament and the 
foreign aid program. When we get 
into that subject we are, in my 
opinion, getting into something that 
is unpredictable. 

I think the subject is unpre- 
dictable for anybody. In any case, 
it is safe to say that what happens 
in Europe will affect the domestic 
scene, and that the principal things 
to watch, so far as the American 
economy is concerned, are the prog- 
ress of our relations with Russia 
and the movements of prices in this 
country. 

I hope I have been a little more 
specific than the gentleman who 
finally concluded only that “we are 
now embarked on a new adventure 
with hyper-inflation.” We are cer- 
tainly embarked on that. But I 
think I have given you some guide 
lines to future possibilities. 

In any case, let me say that I am 
not a pessimist regarding the long- 
range future. I do not think that if 
a recession should come in the 
months near at hand it need be 
serious, and I think that following 
it the country would snap back to a 
condition of high employment and 
production. 

And, as I told you, I think that 
four, five or six billions of addi- 
tional defense expenditures beyond 
those now contemplated would in- 
sure another year of the boom. 

Of course, when the abnormally 
high defense expenditures cease— 
if they do so before too long and 
short of war—the same type of re- 
adjustment must be faced that will 
probably come earlier if the de- 
fense expenditures are smaller. 


If War Comes 


Naturally, if this country is pre- 
cipitated into a shooting war, the 
labors of such prognosticators as 
myself will be made much easier. 
Back will come the controls of all 
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kinds, and the economy will again 
be straining to produce all it can, 
with every available worker em- 
ployed. But I am sure you realize 
that all my remarks today have had 
to do with an economy short of out- 
right war. 

So, the picture is something like 
this: barring an all-out, real or 
shooting war as contrasted with the 
short-of-shooting variety we are 
now in, the economy will have an- 
other high-level year if the defense 
expenditures are considerably higher 
than now contemplated, and, failing 
that, it probably will suffer a rather 
widespread price correction and a 
temporary drop in volume. 

Please note that another possibil- 
ity exists: the price correction may 
come first, and relatively early, and 
it may have some effect on produc- 
tion and employment. Then, and 
before too long a lapse of time, the 
expenditures for defense may be ac- 
celerated sufficiently to cure the 
incipient recession, start prices, pro- 
duction and employment back up 
again, and get us back into the good 
old boom phase once more—for the 
time being at least. 

Well, as I said before, these pos- 
sibilities will turn on two factors: 
the demand factor, as largely influ- 
enced by foreign matters, and the 
price factor, as largely influenced 
by business and consumer psychol- 
ogy. If you can tell how America 
will react on prices—whether it 
will get sufficiently “fed up” to start 
a sudden downward spiral by re- 
fusing to make business and con- 
sumer commitments and expendi- 
tures, you will be a long way toward 
solving this puzzle. And if you can 
tell what the Russians will do in 
their relations with us, and what we 
will do in connection with them, you 
will have the rest of it. 

There isn’t any more. 

I told you a few moments ago 
that after any recession that may 
occur the country will, in my opin- 
ion, snap back to a high level of 
activity, even if we are far from 
wars or rumors of wars. 

It may be worth while to expand 
that just a little, and tell you why I 
think so. For there are long-range 
pessimists who have been talking 


for many years—in fact, since the 
Great Depression of the ’Thirties— 
about their theories that we were ir 
for a sort of permanently depressed 
level of activity, barring great out- 
pourings of government funds for 
war purposes or just to maintain 
peacetime employment. 

You don’t hear so much these 
days about those ideas. Their pro- 
ponents have been too busy trying to 
figure out the short-range future, 
which has kept them very well 
occupied. Also, some of the under- 
pinning beneath the theories has 
given way little by little in the 
continual give-and-take with which 
professional economists are wont to 
attack, probe and scrutinize theories. 

Basically, the idea was that we 
had on our hands a more or less 
“mature” economy. The frontiers 
were gone. New industries would 
not appear. Investment needs and 
opportunity were dwindling. People 
had a tendency to “‘over-save,” which 
meant that money was withdrawn 
from the stream and not put to pro- 
ductive use. 

The over-saving theory itself is at 
the very least open to serious chal- 
lenge. Those pessimists have been 
wrong about there being a dearth of 
new economic frontiers—witness 
television, plastics, new types of air- 
craft, and many others. But they 
ignored the greatest unexplored 
economic frontier of all—the needs 
of the people. For there has never 
been a time in our history when there 
have not been millions of our people 
who have needed goods and serv- 
ives beyond their present power to 
purchase. This frontier—the oppor- 
tunity and need to raise the standard 
of living—is forever inexhaustible. 

That we shall rise to the occasion 
I do not doubt. The same nation that 
has given us the world’s highest 
living standard, the greatest indus- 
trial and commercial development of 
all time, and the greatest agglomera- 
tion of wealth ever brought together 
in one land, will not fail to capitalize 
upon the opportunities of the future. 

America need have no fear of 
either the short-range nor the long- 
range future as long as she retains 
these assets and these attributes. | 
believe that she will never lose 
them. 


This is the text of an address delivered by 
Mr. McGowan at the Ohio Valley Regional Con- 
ference at Toledo last October. 
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Another Look 


At Inflation 
(Continued from Page 16) 


prime commercial paper rates have 
been announced by many commercial 
banks and other lenders. Some firm- 
ing of mortgage interest rates has 
occurred. In short, borrowers to- 
day are paying a higher price for 
funds than a short while ago as a 
direct result of a broad credit policy 
designed to discourage private debt 
expansion. 

Within the past month, reserve 
requirements of member banks have 
been increased two per cent on de- 
mand deposits and one and a half 
per cent on time deposits. At the 
present time, the Board of Govern- 
ors of the Federal Reserve System 
has further power to increase re- 
serves required against demand de- 
posits by two per cent in country 
and reserve city banks, and by four 
per cent in New York and Chicago. 
The power to raise reserve require- 
ments on time deposits, however, has 
been exhausted. 


Regulation W 


On September 20, the Board of 
Governors of the Federal Reserve 
System, pursuant to the action of 
the special session of Congress, re- 
stored “Regulation W,” pertaining 
to control of consumer instalment 
credit. The new regulation is almost 
identical with the one which expired 
in November of last year. It covers 
only instalment credit and, more spe- 
cifically, the following 12 articles: 
automobiles, on which a one-third 
minimum down payment is required ; 
cooking stoves; dish washers; iron- 
ers; refrigerators; washing ma- 
chines; combination units of the 
foregoing ; air conditioners ; radio or 
television receiving sets; sewing 
machines; suction cleaners; and 
furniture, on which a 20 per cent 
minimum down payment is pre- 
scribed. No article having a cash 
price of less than $50 is included, 
nor any items listed not designed 
for household use. The maximum 
maturity for all listed articles and 
for unclassified instalment cash 
loans is 15 months in case the exten- 
sion of credit is in a principal amount 
of one thousand dollars or less, and 
18 months in case the extension of 


An Added 








Security 
For the Credit Man 


On November 24, 1948, a New York newspaper listed 
24 new bankruptcies and arrangements. Of those 24, at 
least one involved probable fraud. 


Credit executives have got to face the fact that fraudu- 
lent bankruptcies are going to increase. Business is going 
to be much harder to do profitably, and the credit executive 
must at least be secure in the knowledge that he has fulfilled 
all the legal requirements involved. 


THE CREDIT MANUAL of COMMERCIAL 
LAWS describes in detail what your rights and 
duties as a seller are. The differences in the laws of 
the various states are scrupulously itemized. It could 
not be described as a substitute for a good lawyer, 
but you can save time, and your attorney’s time too, 
by having the information at your fingertips. 


Look at just a few of the subjects included in the 
CREDIT MANUAL of COMMERCIAL LAWS: 


The law of contracts —statutes of frauds — secured 
credits — legal phases of collection — bonds on pub- 
lic works —insolvency. 


That is but a sample. The 800 pages of the 
CREDIT MANUAL of COMMERCIAL LAWS 
are crammed with information which is vital to any 
credit executive who has his company’s interests at 
heart. 

One credit manager, who has been a consistent buyer 
for many years, said recently: “Frankly, I don’t see how 
any credit can possibly do without it!” 


The CREDIT MANUAL of COMMERCIAL LAWS 
just off the press is available to members of the National 
Association of Credit Men for $8.50, a saving of $1.50 on 
the non-member price of $10.00. Not only that, but if you 
send your check with your order, you will receive at no 
extra cost a copy of the new booklet that is exciting much 
favorable comment wherever it is seen: “How to Analyze 
Capacity to Pay.” This booklet is available ONLY to 
those who send their check with order. 


Publications Department 


NATIONAL ASSOCIATION of CREDIT MEN 


One Park Avenue New York 16, N. Y. 
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credit is in a principal amount of 
more than one thousand dollars. In- 
stalment payments must be at least 
$70 per month when the principal 
amount is more than one thousand 
dollars. 


Already we are receiving excel- 
lent cooperation from sellers of listed 
articles and financial institutions 
subject to the regulation. Our Reg- 
ulation W field investigators are now 
in the field checking on compliance, 
with the full intention of administer- 
ing the regulation in strict accord- 
ance with the intention set forth in 
the present enabling law, which con- 
tinues until June 30, 1949, 

These credit restraints, voluntary 
as well as those authorized by Con- 
gress, reflect the belief among those 
charged with responsibility for gen- 
eral credit conditions that further 
advances in the price level must be 
checked insofar as this is possible 
through tightened credit policy. 
Whether further restrictive measures 
will be adopted will depend very 
largely on the course of future 
events. The entire matter of credit 
as a contributory cause of further 
inflation, however, is under constant 
study by those entrusted with na- 
tional credit policy. 


Inflation and the Business Outlook 


A good deal of attention in busi- 
ness now is being given to business 


prospects for next year. The most 
common forecast which I have heard 
is that business developments for 
the next 6-9 months are likely to 
follow a broad sidewise movement. 
Most observers seem to believe that 
present high levels of prices, income, 
and employment can be expected to 
continue, with only a slight change 
in either direction by next summer. 
Whether these forecasts will prove 
correct remains to be seen. It is 
important, however, to observe the 
factors which are being stressed as 
likely to continue the strong under- 
lying tone for business during the 
coming months. While war is not 
expected, Government expenditures 
for defense and overseas aid are 
widely anticipated to become larger 
in the period just ahead. Govern- 
ment generally is considered to be a 
continuing major sustaining force. 
Enlarged Government outlays, how- 
ever, may well eliminate the possi- 
bility of further restraining influence 
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in the money and credit field from 
a Treasury cash surplus. 

Those who see a moderate rise 
emphasize the likelihood that aggre- 
gate dollar expenditures by consum- 
ers will parallel some further in- 
crease’in incomes, and that business 
outlays will remain substantial, al- 
though perhaps somewhat under 
present record levels. 

Those who see a moderate decline 
in business activity emphasize the 
gradual spreading of the weaknesses 
in business and agriculture which 
have been indicated. The Govern- 
ment farm price support program, 
nevertheless, is considered to be an 
important cushion against any abrupt 
decline in agricultural commodities 
such as occurred in 1920-21. 


The general business outlook thus 
appears to be mixed, but on balance 
may well remain favorable for some- 
time further. While weaknesses 
may be expected to spread because 
of consumer resistance and the sat- 
uration of particular markets with 
excessive quantities of goods, there 
is no reason for us to relax our con- 
cern about the danger of still fur- 
ther price increases in many lines, 
particularly where domestic, defense, 
and foreign demands overlap. 

Ours is a problem of achieving a 
delicate economic balance between 
purehasing power and production 
under conditions of full employment. 
The penalty for failure can be very 
severe. We cannot afford to leave 
our economic fate to chance. We 
must exercise restraint in credit and 
spending at the peak of the boom in 
order to achieve a more stable and 
enduring level of business activity 
and employment in the years ahead. 


Beware of Complacency 


There is real danger in an atti- 
tude of economic complacency rooted 
in broad reliance upon Government 
expenditures or chance. A general 
business downturn does not now 
seem imminent, but unless further 
positive steps are taken to check in- 
flationary pressures, we cannot hope 
to minimize the eventual repercus- 
sions to be faced in business and em- 
ployment. All of us in business have 
a responsibility to recognize the arti- 
ficiality of certain expansive forces 
underlying present record business 
levels and prepare ourselves, our 
employees, and others for whatever 


employment, price, and income ad- 
justments may lie ahead. Above all, 
together we must promote a high 
and stable level of rea] income as our 
objective—not merely more infla- 
tion. Higher prices, more dollars 
for some, financial stringencies for 
many, and eventual distress for all 
this is the meaning of more inflation. 
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opinion, barring war or heavily in- 
creased military expenditures, a 
business readjustment is in the 
making. This does not mean a 
repetition of 1920, 1932 or even 
1937. There will be no reduction 
of purchasing power through wide- 
spread bank failures as in 1920 and 
1932. Because of deposit insurance, 
there will be no runs on banks, so 
they will not be forced to demand 
repayment of loans and further re- 
duce purchasing power, as in those 
earlier periods. 

Our enormous debt and military 
machine require a high level of 
economic activity to maintain them. 
So you may be certain that the 
government will intervene before 
deflation gets out of hand, as it did 
in the past. Then, too, the fixed 
character of a large part of govern- 
ment expenditures must not be over- 
looked. Also, according to the 
Census Bureau, the total tax collec- 
tions of the Federal, state and local 
governments for the fiscal year end- 
ing June 30, 1947, reached the 
amazing total of $49,603,000,000. 
Contrast that with the national in- 
come of $39.6 billion in 1933 and it 
becomes painfully clear why busi- 
ness activity cannot be permitted to 
drop as in the past. 

Now, in closing, just a word about 
the long-range outlook. Unless we 
turn again to isolationism—which is 
not likely—world leadership is in- 
evitable. We have the capital, we 
have the production capacity, we have 
the military power and, greatest of 
all, we have a people and system of 
government which can make a great 
contribution to the welfare of man- 
kind. Sooner or later, the interna- 
tional currency chaos will end, a 
world trade will revive and we, as a 
nation, will have a golden opportu- 
nity to. bring the world closer to- 
gether, if we will but embrace it. 
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Average Earning 
In 11 Industries 
Shown in Report 


Average hourly earnings by 
occupation in 11 industries for 
” 


each major city or wage area 

in which the industry is found, 
are summarized in a recent report 
issued by the Bureau of Labor Sta- 
tistics. 

The 11 industries surveyed repre- 
sent a wide variety of business activ- 
ities in the fields of manufacturing, 
service and trade. They include ho- 
tels, power laundries, automobile re- 
pair shops, wholesale groceries, fea- 
turing women’s dresses, hosiery, 
rous foundries, and plants manufac- 
machinery, machine tool accessories, 
paints and varnishes, and furniture. 


Your Assets in 
1949 Dollars 


(Continued from Page 25) 


tion) as the frozen price level. Many 
companies have adopted this prin- 
ciple of pricing during the last two 
or three years in order to reflect 
clearly their operating results,.: but 
are deferring its adoption taxwise 
until they reach a period of lower 
cost levels or until such time as the 
law may become a little more flexible 
so as to permit the use of lower cost 
or market, thus permitting the ad- 
justment downward if the frozen 
price level at the time of adoption 
proves to be higher than market 
cost at some future period. 

The broad use of last-in, first-out 
is @ preventive measure against in- 
flation of profits from excessive in- 
ventory valuation. Its use should 
be encouraged in the furtherance of 
sound accounting and in the con- 
servation of cash resources. 


Economic Changes 


Let us now consider providing 
means to cover the effect of eco- 
nomic changes as applied to depre- 
ciable fixed assets. 

A specific example, using con- 
ventional accounting practices, is 
the simplest way to illustrate the 
ccncealed dissipation of capital 








Registrations are Up! 
ls Yours Among Them? 


This year more young men and women, and some not so 
young, are attending classes of the National Institute of Credit 
than ever before. Colleges and Universities all over the country 
are working closely with Institute Chapters to provide more and 


more facilities for credit education. 


The courses which the National Institute of Credit offers 
have proved of inestimable value to hundreds of ambitious 
people who wanted to supplement their credit “know-how” 


with the equally important ‘“know-why.” 


Are you taking advantage of the opportunities available to you 
to improve your position in the business world? There is still time 
to enroll in many chapters. Or, if there is no chapter near you, 
the National Institute of Credit offers courses conducted by cor- 
respondence. Get in touch with your local chapter today or mail 
the coupon and see how your chances for advancement can be 


vastly improved by credit education. 


National Institute. of Credit 
One Park Avenue=* 
New York 16, N. Y. 


[Please send me details about Credit education by correspondence. 


( Please send me the address of the nearest chapter of the 
National Institute of Credit. 


| am a veteran (1 ~+| am not a veteran 


Address 
Address 
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which is occurring in many busi- 
nesses today. Assume that a com- 
pany purchased a machine in 1935 
for $1,000; that the machine is 
scrapped in 1947 without any sal- 
vage value; and that the index of 
prices in 1947 is 180 as compared 
with 100 in 1935—in other words, 
that the value of the dollar has 
dropped from 100 to 55 cents. If 
this company has been following 
conventional straight-line deprecia- 
tion methods and has estimated the 
life of the machine correctly at 12 
years, it will have recouped in the 
sale of its products $1,000, or the 
original purchase price, by 1947. 
This balances off the account for the 
machine on the company’s books, but 
that is all. To compensate for the 
fall in the dollar to 55 cents, the 
company actually should have re- 
covered $1,800 to have the equiva- 
lent of the $1,000 of 100 cent value 
it invested in 1935. Looking back- 
ward from the vantage point of 1947, 
it is apparent that the company 
has overstated realized earnings and 
depleted capital over the 12-year 
period by $800. 

The under-investment of capital 
which is linked to the asset in which 
it is invested, should be recovered 
over the period of the useful life 
of the asset. 

Since the amount of the under- 
investment changes from time to 
time, in accordance with the changes 
in the price index, the accrued 
amount charged to past operations 
must be adjusted at any balance 
sheet date. 


Effects Should Be Realized 


It is essential that management 
should recognize the effects of such 
changes and take them into account 
in formulating financial policies. This 
is particularly true today when cor- 
porate profits are the battleground 
of labor, stockholders and the advo- 
cates of price reduction, each clamor- 
ing for a larger share of inflated 
profits being shown under conven- 
tional accounting practices. The in- 
creasing price level is exerting pres- 
sure upon each of these groups and 
they in turn are attempting to trans- 
fer the squeeze to management. 

In addition to these pressures, 
management is under constant threat 
of the special tax on accumulations 
of surplus because of Section 102 
of the Internal Revenue Code, unless 
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such accumulations can be amply 
justified. Certainly a systematic 
accounting procedure which would 
provide sufficient funds to offset the 
depreciation of the dollar, should be 
convincing justification. 


Fixed Assets 


In any accounting procedure de- 
signed to relate the recoupment of 
fixed capital to changes in the price 
index, two things must be observed 
and I would like to emphasize them. 
First,—the recovery of capital in- 
vested in fixed assets in adequate 
dollar values does not necessarily 
contemplate specific replacement of 
the asset in which the capital is 
invested. Therefore, the recovery 
need not mean an adjustment to 
specific replacement value. Second,— 
the principle of recovery of under- 
investment should not be confused 
with devices to write up assets. Re- 
covery must come from dollars re- 
ceived in operations as capital is 
turned over. At the time the ad- 
justment is made, the amount appli- 
cable to past operations must come 
from earned surplus. The transfer 
is to capital; there is no surplus 
arising from it. In fact, if recoup- 
ment is not provided for, there is 
capital impairment. 

The argument is advanced that in 
many cases the price index will de- 
cline substantially from its current 
level before the funds being recov- 
ered through depreciation will 
actually be utilized in maintaining 
the going investment in needed 
physical properties regardless of 
their character. Thus, it is argued 
that provision to recoup from earn- 
ings or surplus at what may even- 
tually prove to be an abnormally 
high price level, may provide for the 
recovery of funds in excess of those 
needed to prevent eventual capital 
impairment. There certainly is some 
merit to this argument and, pos- 
sibly, in the consideration of the 
needed additional provisions for re- 
placement, some thought can be 
given to the long-pull trend of the 
gradual décrease in the purchasing 
power of the dollar. A comparison 
of yearly price indices over the past 
50 years, clearly indicates that there 
is a gradual decline in the purchasing 
power of the dollar. 

Perhaps we should give considera- 
tion to the adjustment of the accrued 
provisions for depreciation to a 


trend line rather than to the specific 
current index. Since the experience 
during the past 50 years discloses 
a gradual decline in the purchasing 
power of the dollar, the use of the 
trend line rather than the specific 
annual index’ would call for a con- 
sistent gradual increase in the ad- 
justments of accrued depreciation 
reserves. Furthermore, when ex- 
pansion takes place at an index point 
above the trend line existing at that 
period, the excess of the index over 
the trend line may represent a rea- 
sonable indication of the inflation in 
the capital expenditures which could 
be written off currently or in the 
immediate future. 

We must remember that as capital 
is “turned over” in profitable trans- 
actions, we must provide for the ad- 
justment necessary to prevent im- 
pairment of the capital in its present 
dollar value—and that it applies to 
capital, whether in inventories which 
may be replaced 5 times annually, 
or to fixed assets which may only 
have a replacement of 1/20th times 
annually. 

Thus the net balance sheet values 
on a “going concern” basis must 
bear a direct relationship to the 
determination of realized income. 
Adjustments of assets to amounts 
representing current collateral values 
for credit purposes, should not be set 
forth in a manner which might be 
construed in any way as indicating 
that realized profits on a “going 
concern” basis have not been cor- 
rectly stated. 


Keeping Track of 
Assets 
(Continued from page 27) 


right of creditors to avail themselves 
of the property in question. 


Husband to Wife Transfers 


Transfers from a husband to a 
wife furnish a common illustration of 
how property may be gotten out of 
the reach of creditors. The very rela- 
tionship gives rise to suspicions.® 
However, a transfer of property by 
a husband to a wife, even by a hus- 

8“The relation between a husband and wife 
is such that transactions between them should 
be scrutinized with the greatest care to deter- 
mine whether they are made in good faith, upon 
a sufficient consideration, and in satisfaction of 


a genuine trust.” Rugg, C. J., in Hutchins v. 
Mead, 220 Mass. 348. 


CREDIT AND FINANCIAL MANAGEMENT, December, 1948 





a: a. Sa 


I 


f 
f 


band in an insolvent condition, may 
be genuine and not subject to attack 
from creditors of the husband. If, 
for example, a husband holds title to 
real estate purchased with the 
money of the wife, the property in 
truth belongs to the wife ; thus if the 
husband conveys the property to her 
it is not necessarily a fraud on 
creditors even if he is heavily in- 
debted. This is on the ground of a 
trust for her benefit. Of course, if 
she permitted him to hold it so as to 
obtain credit on the strength of it, 
she may be estopped to claim it.® 


Remedies Open to Creditors 


The remedies open to creditors 
depend upon the jurisdictions in 
question. In many states a creditor 
may seize the property by legal pro- 
ceedings in the hands of the trans- 
feree on the ground that the transfer 
was void as to creditors. The title is 
deemed to be in the grantor just as 
if no conveyance had been made. In 
states where such rule is recognized, 
an attachment and levy of execution 
may be made upon the property. 
This attachment and levy of execu- 
tion must be made against the spe- 
cific property transferred to the 
grantee and not against other prop- 
erty of the grantee. In many states 
the remedy is in equity, as to set 
aside a conveyance on the ground 
that it was fraudulent and there- 
fore voidable. This matter of rem- 
edy is, of course, a legal question, 
and must be determined by attorneys 
in their respective jurisdictions. 


Conclusion 


The credit man may well ask-—— 
how often does a customer resort 
to the kind of practice described in 
this article? Is it frequent enough 
to warrant being a sort of detective 
snooping into every customer’s 
affairs to see whether every time he 
sells some property, not in the ordi- 
nary course of business, he is at- 
tempting to put his property beyond 
the reach of creditors? One answer 
to this question is that the number 
of reported cases (those which have 
come to the appellate courts) in- 
volving proceedings against debtors 
and the transferees of property on 
the ground of fraudulent convey- 
ances in the United States alone, is 
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quite surprising. This does not take 
into account the many more cases 
which are not reported and the many 
cases in which no action has been 
taken. It may impress credit men 
with the fact that this is one more 
thing he should in some way check 
as he has the opportunity. Credit 
files which contain up-to-date in- 
formation as to the specific nature 
of a customer’s property (his resi- 
dence, property not used in busi- 
ness, etc.) may be quite useful, espe- 
cially if information is made avail- 
able as to its disposition, or the 


mortgaging of it. Changes in the 
name of proprietorship of a busi- 


- ness (the wife taking over in place 


of the husband) should be checked 
carefully. The ratio of dishonest 
customers is undoubtedly small but 
men yield to strong temptations 
under circumstances of financial dis- 
tress. It is well for the credit man 
to know that a debtor cannot legally 
put his property beyond the reach 
of his creditors when he does so in 
fraud or under conditions which im- 
press the stamp of a fraudulent con- 
veyance on the transaction by law. 





Highlights in tesurance History 


THE TRAITOROUS CORRESPONDENCE ACT 


A Traitorous Correspondence Act was passed by the English Government in 1793, the first 
year of the Napoleonic Wars, because of extensive “enemy trading”. At first most business 


men approved of the practice since British trade had begun to surpass that of all other coun- 


tries. Later, it was looked upon with increasing disfavor and considered not only unpatriotic 


but a criminal offense. While it continued in favor the insurance industry made lucrative 


profits because no one dared to send goods across enemy infested seas without complete 


insurance regardless of the premium cost. The act which stopped this wave of insurance 


Prosperity prohibited the insuring of ships whose owners lived in French territory and on 


ships carrying arms or war material to such territory. 


The National Union and Birmingham Fire Insurance Companies have kept their services elas- 


tic enough to meet the uncertainties of wars with the same strength available in normal times. 


NATIONAL UNION 
and BIRMINGHAM 


FIRE INSURANCE COMPANIES 


PITTSBURGH = PENNSYLVANIA 
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Dour National 
Report 


Go Each Member of National: 


At this holiday season, 9 would welcome the 
sudden appearance of some good genie who would 


grant me six wishes: 


Co your ambition J would wish Achievement. 
Co your business J would wish Prosperity. 

Co our nation 3 wauld mish Unity and Progress. 
Co the world J would wish Lasting Peace. 

Ca National J would wish Expansion. 


Co all your loved ones J mould wish Happiness. 


Perhaps J shall be disappointed; perhaps no genie 
will favor me with her presence. No matter! There 
remain those wishes to which J add Good Fellow- 


ship and Good Cheer for one and all. 


Chroreo® , Rruald 


President, National Association of Credit Men 
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Directors Vote To 
Incorporate Credit 


Research Foundation 


New Orleans: A milestone in NACM his- 
tory was reached during the annual 
board meeting here, when the board 
voted to incorporate the Credit Re- 
search Foundation. It soon will be a 
going concern and will be ready to 
undertake various projects early in 1949. 

The formation of such a unit of the 
National Association has been studied for 
some time, but it was not until about a 
year ago that any concrete steps were 
taken. 

When the idea was approved a stipula- 
tion was made that a minimum of 500 
charter members must be secured before 
the Foundation could be incorporated or 
any studies made. That number has just 
about been reached and it is confi- 
dently expected that the 500 membership 
will be reached before December 31. 
Therefore the present board has given 
the go-ahead signal. 


Directors Approve 
New Education Plan 


New Orleans: An important change in 
the policy of the National Institute of 
Credit was approved by the National 
Board during its meeting here November 
8, 9, and 10. 

Hitherto, in the interests of maintain- 
ing equal standards for the Institute 
awards throughout the country, it has 
been necessary for candidates, after com- 
pletion of the required courses, to pass 
comprehensive examinations, prepared 
and graded at the National office. This 
system has given rise to unexpected 
difficulties, not the least of which was the 
unforeseen number of examinees for the 
Associate award. 

Staff limitations at the Institute have 
made it impossible to administer the ex- 
aminations, with all their attendant de- 
tails, in the efficient mannér such a 
process requires. Moreover, in order to 
maintain equal standards everywhere, the 
preparation of suitable instruction mate- 
rials and other essentials for effecting 
adequate co-ordination between the vari- 
ous chapters and colleges was essential. 
This, too, has proved to be not feasible, 
again because of staff limitations at the 
(nstitute. - 

For this reason the board approved an 


NACM NEWS 


About Credit Leaders 


alternative plan which was submitted 
to it by Joseph Rubanow, Vice-President 
of the Manufacturers Trust Company of 
New York, who is also Chairman of the 
National Credit Education Committee. 
The new requirements for awards are 
as follows: 


1. The qualifying examination as a 
requirement for the Associate Award is 
eliminated retroactive to January 1, 1948, 
subject to the following provisions: 


(a). Those who: have received notice 
from the National Institute of Credit 
that they have passed one or more of 
the three parts of the examination are 
entitled to credit for the course or 
courses covered by the part of the ex- 
amination passed, except as provided 
in the next paragraph of this section, 
but they must make an average of 70% 
for all the required subjects to qualify 
for the award. 

Those who have taken all three parts 
of the examination but have failed to 
make an average of 70% for the three 


(Continued on Next Page) 


MEMBERSHIP PROGRESS 
REPORT 


May 1, 1948 to November 30, 1948 
Comparison 


Total 
Net Nov. 30, 
CLASS AA _ Gain 1948 Percent. 


San Francisco 46 1280 103.72 


Chicago ...... 41 1976 102.11 
Louisville .... 15 979 101.55 
CLASS A 

St. Louis ..... 82 835 110.88... 
Rochester .... 43 600 107.71 
a 25 555 104.71 
CLASS B 

San Diego ... 34 395 109.41 
Atlanta, ...... 14 265 105.57 
Omaha ...... 15 302 105.22 
CLASS C 

Salt Lake City «20 225 109.75 
Houston ..... 14 240 106.19 
Birmingham .. 8 215 103.86 
CLASS D 

El Paso ...... 21 142 117.35 


Washington .. 19 156 113.87 
Albuquerque... 9 117 108.33 


CLASS E 

Little Rock... 15 62 131.91 
Davenport ... 9 49 122.50 
Columbus .... 16 102 118.60 
CLASS F 

Cape Girardeau 4 29 116.00 
Parkersburg .. 3 25 113.63 
Hannibal ..... 2 18 112.50 
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National Board 
Meeting Draws 
Big Attendance 


New Orleans: The Board of Directors 
of the National Association of Credit 
Men met here at the Hotel Roosevelt 
November 8, 9 and 10. The meeting 
was featured by one of the largest at- 
tendances in the Association’s history. 


Apart from the present officers and di- 
rectors, seven past presidents came to the 
meeting—Edward Pilsbury and Robert L. 
Simpson, of New Orleans; Paul W. 
Miller, of Atlanta; E. L. Blaine, Jr., of 
Seattle; Charles A. Wells, of St. Joseph, 
Mo.; Bruce R. Tritton and Fred Roth, 
of Cleveland; and the oldest in point of 
service, Eugene S. Elkus, came from 
San Francisco, with Mrs. Elkus. Past 
President Charles B. Rairdon of Toledo 
had planned to come but was prevented 
by sickness, as was National Director 
Graham H. Rothweiler, of Newark, N. J., 
who was the only absentee from the pres- 
ent Board. 

The Secretarial Council was well repre- 
sented with all its members present. 
L. D. Duncan, of New York, and G. C. 
Klippel, of Indianapolis, chairman of the 
membership and publications committees, 
respectively, also were present. 


An unusual amount of work was con- 
summated at the meeting, though a few 
matters had to be referred to commit- 
tees for further deliberation. Among 
the latter were the questions of a new 
name for the Association and of possible 
amendments to the constitution. 


The budget for the coming fiscal year, 
as submitted by the Administration Com- 
mittee, was approved. Also approved 
were important recommendations by com- 
mittees on the Credit Research Founda- 
tion and on Education. These two latter 
are treated somewhat more fully else- 
where. The Board plans a whole-day 
meeting following the National Conven- 
tion which is to be held May 15 to 19 at 
Atlantic City, N. J., under the sponsor- 
ship of the Credit Men’s Association of 
Eastern Pennsylvania. 

‘As usual, various resolutions were sub- 
mitted to the Board for approval by the 
resolutions committee, consisting of Na- 
tional Directors T. B. Hendrick, Chair- 
man, Harold H. Gloe and Arthur E. 
Slack. One of these cited the necessity 
of all members of the National Associa- 
tion of Credit Men supporting all activ- 
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Pictured above are the members of the National Board and other digni- 
taries at the annual board meeting at the Roosevelt Hotel in New Or- 
leans. Starting at the left hand side of the left table: Past President 
Charles A. Wells, St. Joseph, Co.; Harold H. Gloe, Salt Lake City; Har- 
old L. Cummings, St. Paul; Merritt Fields, Indianapolis; Frank A. Herbst, 
Milwaukee; Mary E. Curran, Boston; George H. Nippert, Chicago; E. 
William Lane, Providence; Earl N. Felio, Jersey City; Victor C. Eggerding, 
St. Louis; Robert Young, Bethlehem, Pa. 

At the far side of the head table are Past President Paul W. Miller, 
Atlanta; Ruth E. Hoctor, NACM Controller; Vice-President Edward N. 
Ronnau, Chicago; Henry H. Heimann; National President Charles E. 
Fernald; Assistant Executive Manager David A. Weir and Violet Leslie 
Johnson, Recorder. 

On the far right reading down: Vice-President Arthur R. Wilson, 


Denver; Otto E. Dreutzer, Cincinnati, and behind him Arthur E. Slack, 
Tampa; Lester C. Scott, Memphis; A. J. Sutherland, San Diego, and 
alongside him Charles W. Cayten, Dallas; Dr. Carl D. Smith, Director of 
Education; Paul J. Viall, Chattanooga, and Sam J. Schneider, Louisville. 

Seated inside the horseshoe, left to right, are: A. F. Zoellner, Grand 
Rapids; Robert P. Dean, New York; S. J. Haider, St. Louis; T. B. 
Hendrick, Oklahoma City; D. M. Messer, San Francisco; E. B. Gausby, 
Cleveland; Carl O. Panks, Tacoma; Bess R. Havens, Binghamton, N. Y.; 
Vice-President Camilo Rodriguez, Providence; J. A. Monier, Jr., New 
Orleans; E. L. Blaine, Jr., Seattle; R. J. Ulman, Omaha, partly hidden 
behind M. J. Chesmar, Pittsburgh; Gus C. Klippel, Indianapolis; Past 
President Bruce R. Tritton, and alongside him Arthur L. Franklin, Balti- 
more; Past Director F. E. Barkley, Knoxville; E. B. Moran, Chicago; 
H. M. Oliver, Pittsburgh, and George J. Lochner, Baltimore. 


ities of the Association. The resolution 
pointed out that added business volume 
means better service by more highly 
specialized and better trained staffs. 

Another resolution dealt with the possi- 
bility that some new credit interchange 
bureau might be established which later 
wished to sever its relations with the 
National System. Under the terms con- 
tained in the resolution such new bureaus 
would be called on to make a commit- 
ment, in the event of severance of rela- 
tions, to make its sources of supply avail- 
able to the National, as well as all other 
pertinent information. Present bureaus 
also are asked to subscribe to these con- 
ditions. 


New Orleans Association 
Entertains Visitors at 
Regular Weekly Luncheon 


New Orleans: The New Orleans Credit 
Men’s Association entertained the officers 
and directors, past officers and visiting 
staff of the National Association at their 
credit luncheon November 9. The visitors 
were attending the annual meeting of the 
National Board. Over 125 were present. 

Henry H. Heimann, Executive Man- 
ager of NACM, addressed the meeting. 
G. Earl Brister, American Sugar Refin- 
ing Co., presided. 


Former Los Angeles Director 
Receives Promotion at Bank 


Los Angeles: John E. Trott has been 
appointed manager of the credit depart- 
ment at the Farmers & Merchants Na- 
tional Bank, Los Angeles. He has been 
with the bank for over 25 years and is a 
former director of the Los Angeles Credit 
Managers’ Association. 
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Education Program 


(Continued from Previons Page) 


parts, must submit satisfactory course 
grades in Economics, Accounting and 
Credits and Collections subjects with 
an average of 70% to be entitled to 
credit toward the award; and 

Those who have failed in any one 
or more parts of the examination and 
who have presented or can present 
satisfactory grades or records from an 
approved chapter, college or university 
indicating they have completed the pre- 
scribed course or courses covered in 
the examination, shall be entitled to 
credit for the courses so completed 
provided an average of 70% is made for 
all the required subjects. 


Course Credit Substituted 


2. In lieu of the qualifying examination 
for the Associate Award, credit toward 
that award shall be on the basis of course 
grades received in the various subjects 
prescribed in the program for that award, 
provided : 

That the candidate is registered in the 
National Institute of Credit through a 
local chapter, or in case no chapter 
exists then registration must be either 
through the approved college or uni- 
versity with an average grade of 70%; 
attending, or directly through the In- 
stitute office in New York; 

That the courses for which credit is 
sought must have been completed in 
an approved chapter, college or uni- 
versity with an average grade of 70%; 
and that official grade reports be filed 
with the National office. 

3. An approved list of chapters, col- 
leges and universities in which courses 


may be taken for credit shall be prepared 
and published for the current year, and 
for each year hereafter. This list shall 
be prepared by the Director of Education 
and approved by the National Credit Edu- 
cation Committee. 

4. Determination as to the eligibility 
of any candidate for the Associate Award 
shall rest at all times with the Director 
of Education of the National Association 
of Credit Men, with right of appeal from 
his decision first to the National Credit 
Education Committee and finally to the 
Board of Directors of the National Asso- 
ciation of Credit Men. 


Fellow Award Requirements 


5. The comprehensive examination as a 
requirement for the Fellow Award is to 
be continued as now in force and to be 
administered in accordance with the fol- 
lowing conditions : 


The examination is to be held in June 
of each year for all applicants who have 
completed the prescribed course re- 
quirements and for those qualifying 
under the fifth paragraph of this sec- 
tion. 

The examination will be conducted 
in each chapter and co-operating college 
or university as demand requires and 
under the direction and supervision of 
the officers of the chapter or co-oper- 
ating college or university. The local 
expense for conducting the examina- 
tion shall be borne by the local chapter 
or association, or by the co-operating 
college or university in case no chapter 
or association exists in that vicinity. 

An examination board has _ been 
created and consists of seven members 
as follows: two members of the Na- 
tionalsCredit Education Committee, two 
active credit executives not members 
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The Credit Interchange Board of Govern- 
ors, pictured during the annual two-day 
meeting in St. Louis. Left to right: E. J. 
Eller, NACM; H. C. Jackson, American Hard- 
ware Co.; D. M. Smith, Tampa Association 


of the National Credit Education Com- 

mittee, two faculty members of Uni- 

versity Schools of Business who are 
teaching courses in credit, and one 
member of the National staff of 

NACM. The board is appointed by 

the Chairman of the National Credit 

Education Committee. 

The examination board with the aid of 
the Director of Education of NACM is 
responsible for 

1. establishment of policies and pro- 

cedures for the examinations, 

. preparation of the examination ques- 
tions and problems, 
. evaluation and grading, 
. review of the results, 
. consideration of complaints. 
Applicants for the Fellow Award who 
may or may not be holders of the Asso- 
ciate Award, who are at least 25 years 
of age, who have had ten or more years 
experience in credit work, and who have 
not completed courses for which they can 
obtain an official transcript of record for 
credit toward the Fellow Award, may 
be permitted to take the comprehensive 
examination for the award subject to the 
following conditions : 

(1) the application for the examina- 
tion may be approved, first by the 
officers of the local chapter of the In- 
stitute or by the local credit education 
committee, and second by the Director 
of Education of the Institute; 

(2) should the application not be ap- 
proved by local officers, the applicant 
has the privilege to appeal his applica- 
tion to the examination board whose 
jurisdiction is final; 

(3) in case the applicant fails any 
one or all parts of the examinations he 
may be privileged to retake the exami- 
nation in part or in whole on any sub- 
sequent examination date ; 

(4) the applicant must pass each part 
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of Credit Men; J. N. Ham, Kansas City 
Association of Credit Men; K. J. Koebig, 
The Liquid Carbonic Corp., Ltd.; J. E. Led- 
better, Northrup, King and Co.; Robert P. 
Dean, Esso Standard Oil Co.; S. J. Haider, 
NACM, St. Louis; R. Wm. Peterson, Puget 


of the examination with a grade of at 
least 65% and make an average of 
70% for all parts of the examination; 

(5) the applicant must present evi- 
dence as required covering his ten years 
experience in credit work; and 

(6) the applicant is required to pay 
at the time of filing his experience 
data, the Fellow Award fee of $10.00. 


C. W. Cayten Reports 
On Board Meeting To 
Dallas Membership 


Dallas: National Director Charles W. 
Cayten, General Tire & Rubber Co., gave 
a brief report to the Dallas membership, 
November 23, on the National Board 
meeting which was held November 8, 9 
and 10 in New Orleans. 

The Dallas Chapter held its monthly 
forum at the Baker Hotel on Thursday, 
November 18. C. G. McKellar spoke on 
systematizing the credit department. His 
discussion was illustrated by charts indi- 
cating the organization set-up and flow 
of orders. 


Referee Addresses Last 
Of Cleveland’s Fall 
Educational Forums 


Cleveland: The last of the fall educa- 
tional forums sponsored by the Cleve- 
land Association of Credit Men was held 
Thursday, November 18, at the Aller- 
ton Hotel. Carl D. Friebolin, Referee 
in Bankruptcy for the district of North- 
eastern Ohio, spoke on bankruptcy. 

The educational committee staged an- 
other of its skits, in which it acted out a 
typical bankruptcy case. 
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Sound Power & Light Co.; A. D. Johnson, 
Los Angeles Credit Managers Association; 
Henry H. Heimann; National Director Victor 
C. Eggerding; P. H. Meyer, The Peaslee 
Gaulbert Corp. 


Interchange Board 
of Governors Hold 
Meeting in St. Louis 


The National Credit Interchange Board 
of Governors met in St. Louis for a two 
day meeting, November 4-5, 1948. The 
Board is composed of nine members, three 
members being selected from each of the 
Eastern, Central and Western Divisions. 
The choice of the members is decided by 
votes of the Associations having Credit 
Interchange Bureaus in each of the Divi- 
sions. 

The members of the Board are as fol- 
lows: 

Eastern Division : 

Robert P. Dean, Esso Standard Oil Co., 
New York, N. Y.—Chatrman 

Harry C. Jackson, American Hardware 
Corp., New Britain, Conn. 

Duval M. Smith, Tampa, Association of 
Credit Men, Tampa, Fla. 

Central Division 

J. E. Ledbetter, Northrup, King & Co., 
Minneapolis, Minn.—Vice-Chairman. 

J. N. Ham, Kansas City Association of 
Credit Men, Kansas City, Mo. 

Presley H. Meyer, Peaslee Gaulbert 
Corp., Louisville, Ky. 

Western Division 

K. J. Koebig, The Liquid Carbonic Pa- 
cific Corp., Ltd., Los Angeles, Calif. 

R. Wm. Peterson, Puget Sound Power 
& Light Co., Seattle, Wash. 

O. H. Walker, Credit Managers Asso- 
ciation of Northern & Central Calif., 
San Francisco, Calif. 

Mr. Walker was unable to be present 
at the meeting. He was represented by A. 
D. Johnson, Secretary-Manager of the Los 
Angeles Credit Managers’ Association, 
Los Angeles, Calif. 

Ex-officio member Henry H. Heimann, 
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Executive Manager of the National Asso- 
ciation of Credit Men, was also in attend- 
ance, as well as V. C. Eggerding, General 
Credit Manager, Gaylord Container Cor- 
poration, St. Louis, a Director of the Na- 
tional Association of Credit Men, and 
staff members of the Central Credit Inter- 
change Bureau, St. Louis. 

The Board reiterated former pronounce- 
ments that Credit Interchange is a service 
essential to sound credit, which can be 
effectively maintained only by the Na- 
tional Association of Credit Men and its 
affliated Bureaus. The broad principles 
of organization and operation as they pres- 
ently exist were approved. 

The Board reviewed and approved rec- 
ommendations and suggestions as made by 
Secretary-Managers of local Bureaus, 
which will necessitate changes in present 
procedures of operation. Tests and ex- 
periments to be made of various phases of 
operation were approved, the purpose be- 
ing to determine the most effective method 
of maintaining Credit Interchange Service 
at maximum efficiency with minimum cost. 

The Board set as its goal the develop- 
ment and expansion of the service to the 
point where every member of every As- 
sociation having direct interest in credit 
information might participate in and enjoy 
full value from Credit Interchange. 

Special Appeal to Members 

A special appeal was made to members 
for their complete support in supplying 
information to Bureaus promptly and ac- 
curately, also that they exercise care and 
effort to assure that all new accounts 
opened by them are reported to the Credit 
Interchange System, and to furnish ref- 
erences when available at time of making 
inquiry or when new accounts are report- 
ed to the Bureau. 

The Board pointed out that these are 
matters wholly within the control of mem- 
bers and accordingly that member coop- 
eration is essential rather than any action 
which might be taken by the Board or the 
Credit Interchange System itself. It is 
the key to speedier service and more nearly 
complete Credit Interchange reports. 


Norfolk-Tidewater 
Association Elects 


Katz 1949 President 


Norfolk: Simon Katz, Vice-President 
of the Southern Packing Co., was elected 
President of the Norfolk-Tidewater As- 
sociation of Credit Men recently. 

Other officers elected were: Paul C-. 
Stokley, T. O. Williams, Inc., Vice-Presi- 
dent; Charles R. Field, Norfolk Newspa- 
pers, Inc., Secretary, and H. T. King, 
Galanidas, Forchas and Douros, Inc., 
Treasurer. 


New York Professor Speaks 
At Triple Cities Meeting 


Binghamton: The Triple Cities Associa- 
tion of Credit Men were visited on No- 
vember 10 by Professor Raymond 
Rodgers, of New York University, who 
spoke to them on the effect of the elec- 
tion on credit policies. 
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SPECIAL EVENTS 


March 16-18 Northwest Conference 
March 23-25 Southwest Conference 
May 15-19 

Hotel 


CREDIT CAREER 


Capping a career which started with 
the position of office boy, Herbert F. 
Adam has been elected Treasurer of J. 
Hungerford Smith Co., Rochester, N. Y. 

Mr. Adam 
joined the com- 
pany in 1916 as 
office boy and 
in the interven- 
ing years served 
as .Payroti 

. Clerk, Cost Ac- 
- countant, Audi- 
tor, Assistant 
Treasurer, Cred- 
it Manager and 
Assistant Sec- 

+ retary. 

He is a grad- 
uate of the Ro- 

| chester Business 

Institute, and 

has completed courses of the National 

Institute of Credit and at the University 
of Rochester. 

An active member of the Rochester 
Credit Men’s Service Corporation, Mr. 
Adam was elected in 1944 for a three 
year term to the Board of Directors. In 
1945 he served as Secretary and in 1946 
as President. In 1948 he was elected for 
a three year term to the Board of Direc- 
tors of the Rochester Association of 
Credit Men. He was recently appointed 
for a one year term to serve on the Com- 
mittee on Credit Information Inter- 
Change Procedure of Dairy Industries 
Supply Association, Washington, D.C. 
Since 1946 he has been a member of the 
Rochester Controllers’ Institute. 


Des Moines: Walter Lalor, Secre- 
tary of C. C. Taft Co., addressed 
the November meeting of the Na- 
tional Association of Credit Men, 
Central Iowa Unit. His subject 
was the effect of inflation on con- 
sumer spending and its relation to 
credit policies. 


Mrs. Andrew J. Peoples 


Detroit: Mrs. Andrew J. Peoples was 
buried in Detroit on Thursday, November 
4. She was the widow of Andrew J. 
Peoples, of the Detroit Copper & Brass 
Rolling Mills, who had the unique dis- 
tinction of serving on the National Board 
of Directors for two terms, 1919 to 1923 
and 1931 to 1932, and as National Vice- 
President three terms, 1923-24-25 and 
1932 to 1933. 


1949 


Vancouver, B. C. 
San Francisco 


53rd Annual Credit Congress, Ambassador 


Atlantic City, N. J. 


FCIB Drug Exporters 
Elect New Chairman 


New York: Edward R. Marroquin, Ex 
port Manager of The S. E. Massengil! 
Company, Inc., was elected Chairman o{ 
the Drug and Chemical Export Club of 
the Foreign Credit Interchange Bureau, 
at the Club’s annual meeting in New 
York on November 18th. Mr. Marroquin 
succeeded Herman Knaack of Zonite 
Products Corporation. 

Joseph Jorda, Foreign Sales Manager 
of The Mennen Company, was elected 
Vice-Chairman at the same session. Mr 
Marroquin and Mr. Jorda are seasoned 
international traders and well-known to 
the foreign trade fraternity both here at 
home and abroad. 


Gros Speaks at Seattle 


Seattle: Robert R. Gros, manager of 
publicity and advertising for the Pacific 
Gas and Electric Co., addressed the 
Seattle Association of Credit Men at the 
November meeting. This is Mr. Gros’ 
second visit to the Association, having 
spoken there in November 1945. 

He has just returned from a 28,000 
mile trip round the world, and his sub- 
ject was “The Cold War—Berlin to 
Delhi.” 


Enrollment in Credit 
Course Necessitates 
Quadrupled Classes 


Youngstown: So heavy has been the stu- 
dent enrollment at Youngstown College, 
for its course in Credit Fundamentals, 
that the college has had to schedule four 
separate classes, each meeting two nights 
a week. One of the four classes is de- 
voted to advanced credits. 

The classes are co-sponsored by the 
college and by the credit information, 
education and practice committee of the 
Youngstown Association of Credit Men 


Boston NIC Chapter 
Hears Lane and Almy 
On Ratio Analysis 


Boston: Howard S. Almy, Collyer In- 
sulated Wire Co., and National Director 
E. William Lane contributed to a fine 
meeting of the Boston chapter, National 
Institute of Credit, held November 30. 
They spoke on “The Practical Applica- 
tion of Ratio Analysis.” The three meet- 
ings of the chapter held during this sea- 
son have all been exceptionally well at- 
tended. 

The chapter plans a Christmas frolic 
December 27. 
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CLEVELAND PHILADELPHIA LOUISVILLE 





A. E. Fletcher Edwin I. Atlee, Jr. Herman M. Kessler 
GENERAL CREDIT MANAGER SECRETARY PRESIDENT 
Standard Oil Co. of Ohio I-T-E Circuit Breaker Co. Standard Printing Company 


ASSOCIATION 
PRESIDENTS 


The National Association of Credit Men 
is probably the most democratic organization 
of its kind in the world. It’s construction is 
certainly unique. 

The local Associations enjoy complete au- 
tonomy. They run their own affairs; and 
besides being media for cooperation between 
men and women with the same business in- 
terests they are themselves businesses which 
have to be run in a business-like way, or, like 
any other business, they will be failures. 

Being President of an Association means 
more than possessing an imposing title. You 
have to be the President of a corporation, 





my and some of these corporations are quite 
aan large. Here are a few more of those men 
Garst Brothers Dairy, Inc. who, besides putting in a full day guarding 


their companies’ profits, also give much of 
their time and energy keeping their Associa- 
tion efficient and valuable to their members. 


, = & wwe 





GREEN BAY BUFFALO . TACOMA 

c G. E. Markham William P. Eyring Richard C. Hunt 
CREDIT MANAGER ASST. VICE-PRESIDENT CREDIT MANAGER 
Hamilton Mfg. Co. Liberty Bank of bButtalo F. S. Harmon Mfg. Co. 
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LOS ANGELES 
L. F. Fishbeck 


CREDIT MANAGER 
Coast Packing Company 


BALTIMORE 


Stanley B. Trott 
VICE-PRESIDENT 
Maryland Trust Co. 











FARGO-MOORHEAD 
E. O. Berg 


SALES MANAGER 
Fairmont Food Co. 
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The new board of directors of the Amer- 
ican Petroleum Credit Association, pictured 
at the annual meeting at New Orleans. 
Seated left to right: R. L. Rufer, Standard 
Oil Co. of Indiana; Leo E. Jones, retiring 


Oil Credit Men 
Hold Meeting 
In New Orleans 


More than one hundred credit execu- 
tives of the leading petroleum companies 
from all sections of the country met at 
the Annual Meeting of the American 
Petroleum Credit Association at New 
Orleans, November 15-16-17, 1948. 

The program for the three day con- 
ference was outstanding. A great deal of 
time was devoted to shop talk which gave 
all delegates an opportunity to express 
their views and ask questions, thereby 
learning of better methods, practices and 
policies as they pertain to the work done 
by credit executives in the petroleum 
industry. 

In addition four very interesting dis- 
cussions were heard on subjects of vital 
interest to those in attendance. Dr. G. E. 
Warren, Professor of Philosophy and 
Economics, Tulane University, New Or- 
leans, had as his subject “Can Prices 
Come Down?” D. W. Harris, President, 
Universal Oil Products Company, Chi- 
cago, spoke on “Credits and Corporate 
Security.” Harry S. Read, Executive 
Vice-President, Pan American Petroleum 
Company, New Orleans, discussed “The 
Public Relations Program of the Petro- 
leum Industry.” C. J. Guzzo, Assistant 
Division Manager, Gulf Oil Corporation, 
New Orleans, used as his subject, “Theme 
Song of The Credit Man.” 

The Officers and Directors of the 
American Petroleum Credit Association 
for the coming year are as follows: 

W. W. Rogers, Pure Oil Company, 
Chicago, Ill.—President. 

A. E. Fletcher, The Standard Oil Co. 
(Ohio), Cleveland, Ohio— Vice-President. 
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president, Arkansas Fuel Oil Co.; A. E. 
Fletcher, Standard Oil Co. of Ohio; W. W. 
Rogers, The Pure Oil Co.; S. J. Haider, 
NACM; H. E. Butcher, Cities Service Oil 
Co.; W. W. Witmer, American Mineral Spir- 
its Co.; M. V. Johnston, Gulf Oil Corp. 


W. W. Rogers 


D. E. Burroughs, Shell Oil Co., Inc., 
New York, N. Y.—Eastern Regional 
Vice-President. 

J. W. Stout, Warren Petroleum Corp., 
Tulsa, Okla.—Central Regional Vice- 
President. 

J. A. Walker, Standard Oil Company 
of California, San Francisco, Calif.— 
Western Regional Vice-President. 

H. E. Butcher, Cities Service Oil Co., 
Chicago, I1l.—Treasurer. 

S. J. Haider, National Association of 
Credit Men, St. Louis, Mo.—Secretary. 

C. P. Guibet, Esso Standard Oil Co., 
New Orleans, La. 

E. W. Hesse, Phillips Petroleum Com- 
pany, Bartlesville, Okla. 

M. V. Johnston, Gulf Oil Corp., Pitts- 
burgh, Pa. 

Leo E. Jones, Arkansas Fuel Oil Co., 
Shreveport, La. 

M. L. Rufer, Standard Oil Co. (Ind.), 
Chicago, IIl. 

W. W. Witmer, American 
Spirits Co., New York, N. Y. 


Mineral 


Standing left to right: C. P. Guibet, Esso 
Standard Oil Co.; J. W. Stout, Warren 
Petroleum Corp.; J. A. Walker, Standard Oil 
Co. of California; D. E. Burroughs, Shell Oil 
Co.; R. C. Ward, Sun Oil Co. 


Wilbert Ward Elected 
Chairman of FCIB 


Wilbert Ward, Vice President of Na- 
tional City Bank of New York, was in- 
stalled as Chairman of the Administrative 
Committee of the Foreign Credit Inter- 
change Bureau of the National Associa- 
tion of Credit Men, at the Bureau’s 
twenty-ninth Annual Meeting held at the 
Hotel Pennsylvania in New York on 
November 17th. 

Mr. Ward succeeds J. T. Wilson, 
Manager of the World Trade Division, 
International Business Machines Cor- 
poration, who has served as Chairman 
for the past two years. 

Mr. Ward, who has been associated 
with National City Bank for the past 
thirty-one years, is one of the best-known 
and highly regarded figures in interna- 
tional trade and banking circles. He is 
author of “Bank Credits and Accept- 
ances” and an outstanding and authorita- 
tive speaker on international trade. Mr. 
Ward is Past-President of the Bankers 
Association for Foreign Trade, Director 
of the National Foreign Trade Council, 
Treasurer of the United States Asso- 
ciates, Chairman of the International 
Chamber of Commerce Committee on 
Banking Techniques, and holds similar 
important posts in numerous other inter- 
national organizations. 


Insurance and Credit 
Discussed at Hartford 


Hartford: “Insurance as it Affects Cre- 
dit” was the subject of a talk by L. Ray 
Ringer, educational director of the Aetna 
Fire Insurance Company, at the Novem- 
ber 17 meeting of the Hartford Associa- 
tion of Credit Men. 

Mr. Ringer is president of the Con- 
necticut chapter of the Society of Char- 
tered Property Casualty Underwriters. 
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Confidentially Speaking 


NEW YORK CHANGES—William J. Flynn has been appointed assistant 
treasurer of The Columbia Broadcasting System, Inc. .. . Myron J. Crick is now 
credit manager of Nathan Straus-Duparquet, Inc. .. . Miss J. B. London succeeds 
J. H. R. Stephenson in credits at Aromatic Products, Inc. . .. William Rohs has 
been appointed treasurer of Colonial Works. ... Hugh A. McHugh succeeds G. E. 
Stobbe in credit management at Denver Chemical Mfg. Co... . Joseph A. Horwath 
is the new credit manager at Industrial Credit Corp... . A. Rutberg is now credit 
manager at Modern Mfg. Co.... D. J. Olsen succeeds R. H. Moore, as secy.-compt., 
M. W. Kellogg Co....S. R. Emerman succeeds W. B. Doyle as compt., G. H. & E. 
Freydberg, Inc. . . . C. E. Moore succeeds R. Kniffin as credit mnaager of Empire 
Brush Works, Inc... . F. D. Lehn, Treas., succeeds G. A. Werner in supervision of 
credits at Underwood Corp. ... Harvey H. Dunn succeeds E. H. Cook as credit 
manager of Jones & Laughlin Steel Service, Inc. ... Lowell W. Smith succeeds C. S. 
Goodwin in credits at Goodman & Theise, Inc. . . . Walter C. Toucey, Controller, 
takes over credits at International Handkerchief Mfg Co. 


J. H. Hartley, Dickey-Mangham Company, Atlanta, has been elected President 
of the Georgia Association of Insurance Agents. . . . Charles E. Mann, recently 
retired from Munsingwear, Minneapolis, is now living at Chandler, Ariz... . A. M. 
Unger now manages credits at Loewy Drug Company in Baltimore. ... A. M. Pleiss 
succeeds M. Frostrom as assistant credit manager of Paxton & Gallagher Co., 
Omaha. .. . M. Sorenson is now in charge of credits for the Tip Top Products Co., 
Omaha. . . . Corbin H. Hauerwas now represents the Colonial Trust Company, 
Waterbury, Conn., in the Credit Association. ... C. W. Petrie now handles credits 
for the Nash Finch Co., at Sioux Falls, S. D.... A.J. Barr, Cudahy Packing Co., 
Memphis, is back at his office after a serious illness... . Harry Ropp is now credit 
manager at Pioneer, Inc., Tacoma Wash. ... Lester S. Miller is now credit man- 
ager at O. J. Miller & Son, Allentown, Pa. ...H. M. Harney, Credit Manager, 
Standard Oil Co., Green Bay, Wis., has been elected president of the Retail Credit 
Bureau of Green Bay... . Noel Keller, formerly vice-president of Sylvania Electric 
Products, has been appointed vice-president in charge of financing and accounting of 
The Marathon Corporation at Rothschild, Wis. 


Kermit B. Moen is now credit manager for Hunt & Mottet Co., Tacoma, Wash. 
... L. F. McNabb, N. O. Nelson Co., Memphis, is back at his office after a serious 


illness and operation. .. . R. W. Nilsen succeeds John Sahosky, Jr., as credit man- 
ager of Lewis Machine Co., Joplin, Mo. . . . Bob Lewis is now credit manager of 
Artic Dairy Products Co. at Kansas City. ... E. A. Lindberg, Northern Paper 


Mills, Green Bay, Wis., expects to be back at his desk shortly, after a serious ill- 
ness.... Frank P, Bretney succeeds Mr. Hacker as assistant credit manager of R. M. 
Hollingshead Corp., Camden, N. J... . William D. Plumb, Treas., Fayette R. Plumb, 
Inc., Philadelphia, has added credits to his other duties. ... R. W. Alexander is 
now credit manager of Petroleum Heat and Power Co., Philadelphia, succeeding Mr. 
Van Cleve who has moved to California. ... C. J. Schenkel succeeds S. H. Schell as 
credit manager of Pioneer Salt Co., Philadelphia... . George H. Joy, Treas., Elec- 
tric Heating Equipment Co., Philadelphia, has taken over credits, since William Gray 
resigned due to illness. 


BIRTHS—To Mr. and Mrs. Louis R. King (Eagle Lock Company), Terry- 
ville, Conn., a daughter. . . . To Mr. and Mrs. Edward J. Westelinck (The 
Peck, Stow & Wilcox Co.), Southington, Conn., a daughter. Mr. Westelinck is Sec- 
retary of the Hartford Association of Credit Men and was recently elected Treasurer 
of the Lions Club of Southington. ... To Mr. and Mrs. Bob Geisler (Dravo Cor- 
poration), Pittsburgh, a daughter... . To Mr. and Mrs. Heckman (Champion Coal 
Co.), Pittsburgh, a son... . To Mr. and Mrs. Louis Loeffler (Credit Association 
of Western Pennsylvania), Pittsburgh, a son... . To Mr. and Mrs. Ted Beard 
(Rolscreen Co.), Pella, Iowa, a daughter. 


DEATHS—With deep regret we announce that the following members have passed 
away: John Beisler, Greenleaf Textile Corp., New York City ... Charles Stetler. 
Treasurer, Penn Dry Goods Company, Philadelphia . . . Miss Evelyn A. Laughlin, 
Secretary, Photocopy Company, Philadelphia ... C. A. Krause, Treasurer, Stephens- 
Adamson Mfg. Co., Aurora, Ill. . .. Miss Irene Lamm, Credit Manager, Myles 
Salt Co., New Orleans ... L. O. Brooks, Credit Manager, Oklahoma City Hard- 
ware Co., Oklahoma City. 


Benjamin P. George, former secretary of The Electrical Credit Association, at 
Chicago. .. . Ralf Gall, financial news staff of The Chicago Daily News, at Chicago. 
... Edward J. Noble, Public Relations staff of The Chicago Association of Credit 
Men, at Chicago. ... John F. Miller, A. J. Miller & Son, Allentown, Pa... . John 
Hacker, Asst. Credit Megr., R. M. Hollingshead Corp., Camden, N. J... . S. H. 
Nahigian, Pres., Nahigian Brothers, Inc., at Chicago. 
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New York Credit Men 
Honor “Morty”’ Davis 
On 20 Years’ Service 


New York: Honoring his 20 years of 
continuous service to the credit profession, 
friends and associates of Mortimer J. 
Davis, Executive Manager, New York 
Credit Men’s Association, gave a testi- 
monial dinner for him December 8, in the 
Grand Ballroom of the Hotel New 
Yorker. 

Mr. Davis was appointed executive man- 
ager of the Association in June, 1947. 
His connection with the Association dates 
back to 1928 and he had served as its 
assistant executive manager and assist- 
ant secretary prior to his elevation to the 
executive managership. In addition, he 
holds the position of manager and secre- 
tary of the New York Credit Men’s Ad- 
justment Bureau, Inc., an affiliated or- 
ganization which is the largest member- 
controlled unit in the world handling 
business adjustments and _ reorganiza- 
tions. He is also Editor of the Asso- 
ciation’s magazine, “Credit Executive.” 

Net proceeds from this function are 
to be donated to the Credit Men’s Fra- 
ternity, Inc., a non-profit organization 
which seeks to assist employers and em- 
ployees in their occupational problems at 
no cost to either. 

William Fraser of J. P. Stevens & Co., 
Inc., was Chairman of the committee in 
charge of arranging the tribute to Mr. 
Davis. Harry J. Delaney, Executive 
Vice-President of Meinhard, Greeff & 
Co., Inc., was toastmaster at the testi- 
monial dinner. 


Buckelew Is Speaker 
At Toledo Association 
‘‘New Members’ Night” 


Toledo: J. H. Buckelew, General Cred- 
it Manager of the Florsheim Shoe Co., 
Chicago, was the speaker on “New Mem- 
bers’ Night”, November 23. All members 
of the Toledo Association were encour- 
aged to bring a prospect with them. 





Situation Open 


Credit Man, college graduate; up to 35 years, 
previous credit experience with manufacturin 
company, train for top management spot with 
national company, locate Delaware. Start $4200. 
Box D-2, Credit and Financial Management. 


Situations Wanted 


Credit executive and financial counselor with 12 
years experience in industrial credit management 
available on reasonable notice. He also has 
background in personnel, office management, 
sales and adjustment; college degree in business 
administration with post-graduate work in law. 
Active in professional associations; resourceful 
and conscientious worker. Age 36, married. 
Prospectus sent on request. All information 
confidential. Box D-1, Credit and Financial 
Management. 








Fellow of National Institute of Credit, University 
Honor Graduate, B. Sc. Degree, 15 years’ 
credits and collection experience, 2 years For- 
eign Subsidiaries, accountant, interested in mak- 
ing connection as credit manager or credit man. 
Box D-3, Credit and Financial Management. 
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News of the Credit Women’s Groups 


Houston: The Wholesale Credit Wom- 
en’s Club of Houston was very proud to 
be hostess to our Chairman, Mrs. Lucy 
Geib Killmer, during the Southwest Con- 
ference in San Antonio. 

Our Annual Meeting was held jointly 
with the Houston Association of Credit 
Men on Friday Evening, November 12, 
at the Texas State Hotel. Dr. Carl D. 
Smith brought an inspiring message on 
“Finding our Bearings Through Credit 
Education.” 

The following new officers were an- 
nounced: President, Miss Marion E. 
Wills, Bering-Cortes Hardware Co.; 
Vice-President, Mrs. Annette Zapalac, 
Morris-Sewall, Inc. ; Secretary, Mrs. Fern 
Curtis, Houston Association of Credit 
Men; Treasurer, Miss June - Carder, 
Schlumberger Well Surveying Co. They 
will assume their duties on January 1, 
1949. 

We are also very happy to announce 
the election to the Board of Directors of 
the Association our president-elect, Miss 
Marion E. Wells. This is the second 
member of our group to serve on the 
Board. 

* Bg k 

St. Louis: Fourteen members of the 
Credit Women’s Club of St. Louis were 
among the many credit women who at- 
tended and enjoyed the Milwaukee Con- 
ference in October. 

Saint Louis Credit Women will be 
hostesses at the 1949 conference which 
will be held here in October, 1949, and 
plans are already underway to make it a 
huge success. 

Our members are going all out for the 
membership drive having already secured 
twelve new association members. 

ee 


St. Paul: The St. Paul Credit Women’s 
Group held a bazaar-bingo festival on 
November 18th which was open to the 
public. The financial results will enable 
the group to send a delegate to the Na- 
tional Convention in Atlantic City next 
May. 
ok 

Cleveland: Spencer D. Irwin, Associate 
Editor, The Cleveland Plain Dealer, was 
guest speaker at the November 10th 
meeting of the Cleveland Credit Women’s 
Club, held at the University Club. His 
subject, “The Importance of Learning 
About Russia,” was most timely and en- 
thusiastically received. While the meet- 
ing was under the auspices of the Credit 
Women it was shared by many members 
of the larger trade groups of the Cleve- 
land Association of Credit Men, as well 
as the Board of Trustees. Mr. Irwin 
ranks among the foremost newspaper 
authorities who have taken to the lecture 
platform. With a deep understanding 
of his subject, a clear thinker and a 
direct speaker, the question period fol- 
lowing his lecture was informative and 
of wide range. 
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Grand Rapids: Robert Sneden, who has 
charge of admissions at Davenport-Mc- 
Lachlan Institute, as well as the Dale 
Carnegie Courses conducted in Grand 
Rapids, spoke on “Freedom” at the No- 
vember meeting of the Grand Rapids 
Credit Women’s Club. He gave a very 
stimulating and thought-provoking talk 
on the duties and restrictions necessary 
for making real Freedom in all its aspects 
lasting and workable. 

Alfreda Modine, Grace Barrett, and 
Vonda Miklas, past presidents of the club, 
and Mable Hughes, secretary, gave a com- 
bined report on the Regional Credit Con- 
ference which they attended in Toledo 
during October. 

The club, which has acquired three new 
members since the opening of the fall 
season, is taking an active part in a local 
civic project of redecorating the Sun- 
shine Sanitarium, and will also continue 
its practice of making an annual Christ- 
mas contribution of money and toys to 
the Child Welfare Center. 

* * 


Oakland: November proved to be another 
headline meeting. Oakland, San Fran- 
cisco, Portland, Seattle and Fresno Credit 
Women’s Groups were represented. The 
theme was “Know Your Credit Women’s 
Group” with Bess Marshall, Vice Chair- 
man of the National Executive Commit- 
tee, as the principal speaker. Pauline 
Bressem, Executive Committee Member, 
came from Portland, Oregon, for this 
meeting. Elma Hansen of the Seattle 
Credit Women’s Group told of plans 
being made for the next Pacific Coast 
Conference of Credit Women to be held 
in Seattle in September 1949. Helen 
Robinson, President of the San Francisco 
Credit Women’s Group told how Credit 
Women can help in Forming of New 
Trade Groups. Following the very in- 
formative talk given by Bess Marshall 
on work being done by Credit Women’s 
Groups and the objectives of Credit 
Women’s Groups there was an open 
forum discussion in which all present 
participated. 

Atlanta: Bess Havens, of Binghamton, 
N. Y., former Chairman of the National 
Credit Women’s Executive Committee 
and who is now a Director of the Na- 
tional Association of Credit Men, was 
a visitor in Atfanta recently. Since her 
visit did not coincide with a regular 
meeting of the Credit Women’s Group 
she was entertained at an informal lunch- 
eon by the members of the group. 

After the luncheon Mrs. Ruth Barber 
escorted Miss Havens on a motor tour 
of the city. 

Louisville: On October 26 the Louisville 
Credit Women’s Group held the first 
meeting of the 1948 season with a “Know 
Your Association Night.” Mr. Bob 
Mever, sales manager for the Louisville 


Credit Men’s Association, gave a very 
interesting and inspiring talk on “Mem- 
bership.” It will be very surprising jf 
the Women’s Group is not responsible 
for selling a lot of new memberships in 
the Louisville Association. We've started 
to work! 

We were fortunate in having represen- 
tatives at both the Toledo Regional 
Meeting and the Milwaukee Credit 
Women’s Contactual Meeting. Both 
groups gave very glowing reports of the 
fine work accomplished at these meetings. 
Their enthusiasm fired the stay-at-homes 
to be among those present at the next 
call to Conference. 

* 


New York: James Jenkins, of Davis, 
Dorland & Co., one of the oldest insur- 
ance institutions in the country, was the 
speaker at the November meeting of the 
New York Credit Women’s Group at the 
Advertising Club of New York. He 
answered a series of insurance questions 
addressed to him from the floor. 
* * * 


Buffalo: Buffalo was a busy place Octo- 
ber 28, 29 and 30th, because of the Tri 
State Conference—New York, New Jer- 
sey and Pennsylvania—held at Hotel 
Statler. The program of the Credit Wom- 
en’s Club of Buffalo included a Cocktail 
Party Thursday evening for all visiting 
Credit Women. A Luncheon for wives 
of the delegates to the Conference on 
Friday noon at Top o’ the Town Tea 
Room. A Breakfast for all visiting and 
local Credit Women Saturday morning 
in the Crystal Room of the Hotel Lafay- 
ette. The invocation was given by Miss 
Marian R. McSherry, President of the 
New York Credit Women’s Group. Miss 
Bess Havens, National Director NACM 
delivered a message on membership. Mrs. 
Lucy Geib Killmer, Chairman National 
Credit Women’s Executive Committee had 
as her topic “Why Credit Women’s 
Groups?” Miss Gertrude J. Nelson, Presi- 
dent of the Credit Women’s Group of 
Buffalo acted as general chairman; 

BS *k Eo 

Minneapolis: The Minneapolis Credit 
Women enjoyed an outstanding Novem- 
ber meeting. 

Highlights of the meeting were a 
roundtable discussion on credit limits, a 
short concert by the American Male 
Chorus, and a report on the Milwaukee 
Credit Women’s regional meeting. 

* * & 


Boston: The November meeting of the 
Credit Women’s Club of Boston was held 
November 10 at the Pioneer Hotel. 
Thirty-two members and guests attended. 

Marian R. McSherry, Vice-Chairman 
of the National Credit Women’s Execu- 
tive Committee in charge of education, 
was guest speaker. Her talk covered the 
educational requirements and experience 
necessary for becoming thoroughly ac- 
quainted with the numerous phases of 
credit work. 

* * & 

Binghamton: The Triple Cities Credit 
Women’s Group were hostesses to the 
Triple Cities Association of Credit Men 
at their November 17 meeting. 
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Index of 1948 Articles 


Features Appearing in Credit and Financial Management 
During the Past Twelve Months 


Accounting 

Planning for Profit January 

Current Trends in Evaluation of 
Assets . December 


Accounting—Credit Aspects 
Determining the Break-even Point 
January 
Changing Values in Financial Ap- 
praisal Statements reeds oes .o Pepe 
What to Look for in Statements April 
Statements in Credit Work 
April, May, June 
Wholesalers’ Bad Debt Losses June 
Is the 2 to 1 Ratio Adequate? July 
Diagnosis in Business September 
Costs and Profits October 
New Horizons in Income Statement 
Reports ... November, December 
Value of Accounts Receivable November 


Association 
Credit Associations Affiliated with 
ES — ht pote dnd phuaeea January 
Why a National Association of 
Credit Managers? ........... January 
The National Board at Work .. January 
NACM National Committees ...... July 
Survey Answers Question: “Who 
io a Cred Mea?” ........... August 
NACM District Conferences ..October 
Credits in Hawaii ........... November 
Three-city Survey on Collections and 
PO: chan csetdesescwane November 


Association Services 

Your Credit Interchange System ..May 

Relief, Rehabilitation or Ruin? 
September 


Banking 
Banker Says Trust Receipts Not 
Voidable Preferences under 60a 


February 
The New Look in Banking ...... May 
Bankruptcy 
Important Ruling Made on Taxes in 
I ciatcsn gk ctdiew ens June 


NACM Presents Views on 60a ....June 

First Steps in Bankruptcy ... November 

Referees’ Salary System Gives Satis- 
WS Fava dee sekeeak cen November 


Business Correspondence 
More About Business Letters .... April 
Business’s Neglected Art ...... October 


Book Reviews 
Psychology in Credit Letters .. February 
Financial Handbook .. February 


Retail Credit Fundamentals February 
Personal Typing in 24 Hours . . May 
Baie Pilati. 3.6 chess Dasisedsen .May 
Legislative History of Excess Profits 


‘Tak Laws: .:. tees. MOY 
Control of Consumer Credit .May 
Consumer Buying Habits ... May 


Personnel Manual for Executives .. May 

Records Management and Filing Op- 
efationas. 6.642 <. ..... August 

The National Debt and the New 


Economics August 
The Art of Detection .August 
Bank Credits and Acceptances August 


Business Finance and Management 
Credit as a Management Aid January 
Field Warehousing and Credit February 
Don’t Let Profits Deceive You February 
Banker Says Trust Receipts Not 
Voidable Preferences under 60a 


February 
The Sales Outlook .March 
Financial Organization xem April 
Credit in Construction Work ..... April 


Goodwill by Personal Contact ....May 

Danger in Selling Marginal Risks 
Just to Increase Sales Volume ..May 

Old Accounts Present Greater Prob- 


DO I BR kei ec dcen wens June 
America’s No. 1 Asset ........... June 
Rukeyser Calls for Vigilance by 

I, iss vceeretadense June 
Analysis of Accounts Augments Sales 

BON sodas Ce eases spear is-a’s sie 8 July 
Contractors as Credit Risks .......July 


Credit Management for Profit 
July, August and September 
Where’s the Money Coming From? 
August 
Notes on Terms of Sale ........ August 
Borderline Credit Applicants. .September 
When the Boom is Over .....September 
The Credit Man’s Contribution. .October 


How to Get Over the Hump ... . October 

Interpreting Financial Facts .. December 

Convention 

Fine Programs Arranged for Group 
BY his irks cswns +. pee 

Famous Speakers Featured at 52nd 
Credit Congress ... . May 


Cleveland Convention, Pictures, Re- 
port, Message from New Presi- 


dent, and Keynote Address .....June 
Committee Lays Plans for 53rd Con- 
gress ae 
Credit 
Our Place in Business January 
How to Cut Credit Losses . January 
Credit as a Management Aid —_ January 
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Three Views of Credits: 
What Management Expects January 
What the Sales Department Ex- 
pects from the Credit Depart- 
PONG Sa teeth eey .... January 
What the Credit Department Ex- 
pects from the Sales Depart- 
ment and Management January 
Credit Men Should Study Selling 
February 
Conserving Corporate Liquid Assets 
March 
Salesmen Should Study Credit .. March 
Vesty Gates Discusses Credit Prob- 
lems: 
Coming Events Cast Their Shad- 
ows Before aiehe .April 
Vesty Discusses Shoestrings May 
Vesty Ponders on Problem Par- 
ents : .... June, July 
How Vesty Was Hooked by Crook 
August 
VG Muses on Losses in Leases 
September 
The Role of Ego in Mismanage- 
RON ia sense oe October 
Vesty — the Internal Tri- 
angle ...... ....«. November 
The Three C’s in "Peacetime creas May 
Credit Men Can Help Bring Order 
ROE I gk cde ccs csan June 
What Makes a Good Credit Man? July 
Writer Pleads for Uniformity in Dis- 


| ee August 
Psychology in the Credit Depart- 

WN 5a oat eee ceca e wae August 
Keeping Outlets Open .......... August 


Setting Credit Limits; a General 
Discussion and a Specific Formula 
August 


Credit Education 
Second Session of the Executives’ 
School of Credit and Financial 


Management (Announcement) .... July 
Education and Professional Advance- 
WMO hire Na oras alk we eee oe Aiea S July 
Report on Second Session of Execu- 
ree See... ise dee September 
I’m Coming Back Next Year .. November 
Credit Office Systems 
The Easiest Way is the Best . September 


Fingertip Information Eases Credit 
Department Administration . November 


Economics 

What is Ahead for Business? . January 

Influence of Price on our Economy 
February 


The Business Outlook August 
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Forty-four Years a Member 


President J. C. Conley (left) of the Omaha Association shakes hands during the 50th 
anniversary banquet with J. Theodore Bramman, a continuous member since 1904. 


Inflation and Credit October 

Who Gets the Biggest Slice of Pie? 
; November 

Study of the Average Credit Period 
in 84 Industries .. November 
Another Look at Inflation .... December 
Can the Boom Continue? . .December 
An Economist Looks Ahead .. December 

Are We Approaching Normalcy? 
December 

Influence of the Election on Credit 
December 


Foreign Trade and Credit 
Further Deterioration Shown in Lat- 
est Latin-American Survey ....March 
The Three C’s Abroad 
Discrimination in Foreign Trade ..June 
Objectives of ITO in World Trade . June 
Marshall Plan Works on Adjustment 
Bureau Principles 
Foreign Credit Men See Way to 
Pay Exporters 
Unexpected Upset Features 40th 
Latin-American Survey ....September 
How Foreign Trade Affects USA 
November 
Credit Aspects of Foreign Trade 
December 


Fraud Prevention 


Keeping Track of Assets ..... December 


Insurance and Fire Protection 

Fires are Inflationary 

Keeping Track of Insurance ....October 
How to Lose Your Assets ....December 


Legal Aspects of Credit 
Business Law as a Credit Tool . . January 


The Business Man’s Glossary . .February, 
March, April 


More About Secured Credits 
May 
Quantity Discounts Are Hazardous 
June 
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The Vexing Problem of Fixtures June 

Bank Accused of Giving False Credit 
Report : egine te) at. a 

Suppose the Debtor Dies? 

Where May Creditor Apply Debtor’s 
Payment 

New York Court Rules on When an 
Accountant Practices Law ..November 


Legislation 
Amendment to Regulation W is An- 
nounced .. .....November 


Miscellaneous 

Not Much Change in Federal Payroll 
February 

George Washington-Business Man 
February 

Quick, Doctor, the Pulmotor! ....April 

Men and Machinery 

Practical Public Relations 

Hasty Judgment September 

4,000,000 Business Operating in USA 

October 


The Personal Balance Sheet ...October 


Par-Clearance 

A Practical Treatment of Non-Par 
Clearance 

Par-Clearance Makes Slow, Steady 
Progress ° 

Are We Approaching the Problem 
from the Wrong Angle? ......October 


Taxation 


Your Tax Load is Increasing .... March 


Advertising Studied at 
Terre Haute Meeting 


Terre Haute: “Does it pay to adver- 
tise?” was the subject of a talk given at 
the November meeting of the Terre 
Haute Association of Credit Men. The 
speaker was Hal Wagner, advertising 
manager of the Local Loan Co., Chicago. 


Oakland Credit Men 
Move to New Home 


Oakland: The Wholesalers Credit Assv- 
ciation of Oakland has acquired a new 
home. The move was necessitated by the 
increase in Oakland membership. The 
Association has doubled its space by 
leasing the entire second floor of the new 
building. Moreover, several thousands 
of dollars’ worth of new equipment has 
been purchased and the Oakland Associa- 
tion now feels in a much better condi- 
tion to give first class service to its 
400 members. The new address is 
Wholesalers Credit Association, 361—17th 
street, Oakland, California. 


New Jersey Executives 
Hold Forum on Insurance 


Newark: The New Jersey Association of 
Credit Executives held an interesting 
forum on November 23. The subject for 
discussion was “What a Credit Executive 
Should Know About Insurance.” 

The program was divided into three 
parts. First was an address, “Better Key- 
stones of Credit,” by Harold E. Taylor 
of the American Insurance Company, 
chairman of the Association’s insurance 
advisory committee. Next was a ten- 
minute movie “Texas City Comes Back.” 
The program was rounded out with a 
question and answer period, during which 
representatives of insurance companies 
and agencies were on hand. 


E. B. Moran Puts In 
Two Busy Days Touring 
Eastern Penna. District 


Philadelphia: E. B. Moran, Manager, 
Central Division, National Association of 
Credit Men, paid a busy two-day visit 
to the Eastern Pennsylvania district late 
in October. 

He addressed meetings of members and 
prospects in Wilmington, Delaware, and 
in Lancaster, Pa., the latter of which 
was attended by representatives of firms 
in the Lancaster, Harrisburg and York 
areas. He also held luncheon confer- 
ences with National President Charles 
E. Fernald and with the membership 
committee of the Eastern Pennsylvania 
Association. 


“Mr. Barton, | just had to make 
this suggestion personally\” 
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- | How to Have Your Own 


Washington Representative 


‘ For thirteen years the WASHINGTON SERVICE BUREAU 
has been representing members of the National Association of 
Credit Men whose business dealings with the government re- 
quire personal contact. 


The reason why these companies maintain contracts with 
r the WASHINGTON SERVICE BUREAU is abundantly clear. Con- 
g sider a case that takes six weeks to settle. A key executive 
sent to Washington and kept there for six weeks would mean 
quite an expense. If the matter were handled by the WAsu- 
“e INGTON SERVICE BUREAU the cost involved would be exactly 
ce one-twelfth of the cost of a yearly contract. Moreover, the 
WASHINGTON SERVICE BUREAU has the advantage of know- 


€ ing, or being able to find out in a very short time, where to 
. go to obtain the quickest results. 

a 

h The government is once again expanding its procure- 
es ment programs. More and more companies are selling to 


government agencies. As this trend increases, the need for 
Washington Service will increase proportionately. 


The individual Washington Service contract provides 
twelve services a year. Non-contracting members are charged 
according to the time and effort involved in a particular case. 


of 


it If you have a problem resulting from your dealings with 
te a government agency tell the WASHINGTON SERVICE BUREAU 

about it. Be specific, as the Bureau does not issue general in- 
: formation. And, of course, it does not act as a sales agency, 
ch nor can it engage in the practice of law. 
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WASHINGTON SERVICE BUREAU 
National Association of Credit Men 
Bower Building, 815 15th Street, N.W. 
Washington, D. C. 
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“NO MORE COSTLY OVERTIME ON CUSTOMER ACCOUNTS 
— thanks to this Simplified System” 


reports CHARLES S. MARTIN 
Distributing Co. Inc. of Atlanta, Ga. 


distributor of Bendix Automatic Home Laundry Equip- 
ment, Youngstown Kitchens by Mullins, and other 
nationally known leaders in the major electrical and 
gas appliance field with a yearly volume in millions. 


When the Charles S. Martin Co. of Atlanta switched 
to SUIAP ledgerless accounts receivable operation, 
officials found that one clerk could handle work that 
formerly required three—and_profit-killing over- 
time costs were eliminated. 

With their SUIAP visible system, accounts are 
always up-to-date, resulting in faster and more 


Official of Charles S. Martin Distributing Co. Inc. checks an invoice 
with operator of the SUIAP accounts receivable system. This one 


clerk replaces three needed for former system. 


accurate credit authorization—a welcome change 
from the old plan under which posting clerks were 
as much as two weeks behind. With SUIAP, posting 
is just a matter of dropping the invoice in the con- 
venient visible account pocket. And collections are 
more easily handled, too: the signal on the margin 
shows what accounts need collection activity— 
positive control of accounts receivable is achieved, 
with much less clerical work. 

Naturally Charles S. Martin wanted protection 
for these vital records. Their accounts receivable 
system is housed in the Remington Rand Safe- 
Desk—laboratory-tested, certified security against 
fire. It’s “Protection-at-the-point-of-use.” 

Whatever the size or kind of your business, there 
are big savings waiting for you in SUIAP. Get 
details without delay: Call our office near you, 
or send for FREE booklet KD 253, Kolect-A-Matic 
Simplified Unit Invoice Accounting Plan—Systems 
Division, 315 Fourth Avenue, New York 10. 


Copyright 1948, by Remington Rand 


THE FIRST NAME IN BUSINESS SYSTEMS 
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